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ANNUAL REPORT OF THE FEDERAL TRADE COMMISSION
FOR THE FISCAL YEAR ENDED JUNE 30, 1924

INTRODUCTION

To the Senate and House of Representatives:

Pursuant to statute the Federal Trade Commission herewith submitsto the Congress
itsannual report for the fiscal year July 1, 1923, to June 30, 1924. The commission,
whichwas created by an act of Congressapproved September 26, 1914, wasorganized
March 16, 1915. The present is the tenth annual report to Congress.

On June 30, 1924, the commission consisted of Huston Thompson, of Colorado,
chairman; Vernon W. Van Flest, of Indiana, vicechairman; Nelson B. Gaskill, of New
Jersey; John F. Nugent, of Idaho; and Charles W. Hunt, of lowa. Mr. Hunt entered
upon duty on June 16, 1924, to succeed Victor Murdock, of Kansas, who resigned as
of January 31, 1924.

Of the work accomplished during the year special mentionismadeof : (I) The order
to cease and desist issued against the United States Steel Corporation and its
subsidiaries requiring discontinuance of the Pittsburgh plus basing point for steel; (2)
Report to the President on the Gasoline Situation in 1924, (3) Report to the House of
Representatives on the Radio Industry; (4) Report to the Senate on the Cotton Trade,
and dealing chiefly with the operations of cotton exchangesand marketing conditions.

The commission here reports its administration of the Federal Trade Commission
act, approved September 26, 1914 (38 Stat. 717) ; delegated sections of the Clayton
Act, approved October 15, 1914 (38 Stat. 730); and the export trade act, approved
April 10, 1918 (40 Stat. 516).

Thework goes steadily forward. Thelaw of unfair competition is being devel oped
with resulting clarity in the channels of trade, valuable and pertinent factsrelating to
economic subjects amid business matters are being gathered and published, and the
export trade act having to do with associations engaged solely in export tradeisbeing
administered.

Most pressing istheincreasing demand upon the energies of the commission arethe
field of unfair competition. To this demand relief to the utmost is afforded, but the
figures tell the story of efforts only partially effective because of lack of men and
money. And the calendar of cases undisposed of at the end of the year does not
diminish. A 10-years view of the deception, bad faith, fraud, and oppression
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2 ANNUAL REPORT OF THE FEDERAL TRADE COMMISSION

of which the business world and the public complain teaches that the certain and
speedy challenge of thiscommission to such practicesisthe effective remedy. But the
commission must report a docket of cases grown old and age necessitates
reinvestigation by reason of changed conditions or customs and the unknown
whereabouts some of whom may bedead. Therefore acase grownwitnesses, of old not
only adds costs not contemplated, but, more serious, the remedy is postponed or fails.

Coming to theeconomic duties, two precedentsarerecorded. First, adeficiency was
asked through appropriate agencies, and second, an inquiry respecting flour and bread
under a Senate resolution could not be commenced because funds were not available,
and the Senate was so informed.

The request for deficiency appropriation was submitted in order to respond to the
call of the President of the United States £or an “immediate” inquiry into the gasoline
situation. The deficiency was refused, but the inquiry was made by delaying current
work, and the report submitted.

Theinquiry into the production and distribution of flour and bread, called £or by the
Senate resolution, while considerably delayed, is now under way. Otherwise the
economicwork and likewi sethework connected with the export trade associationshas
been normal.

Briefly, the commission has been engaged during the year, as heretofore, in the
prevention of unfair methods of competitionin domestic and foreign commerce, inthe
elimination of practices which substantially lessen competition or tend to create
monopoly, and in gathering and publishing facts for the information of the President,
the Congress, and the public with respect to the economic phases of domestic industry
and foreign trade. Differently stated, the commission’s duty is to sustain those
practices which support the competitive system, as opposed to monopoly, in
furtherance of the fundamental object of Congress in the enactment of the Federal
Trade Commission Act and the Clayton Act. The commission has sought to protect the
public against those methods described by the Supreme Court in the Grata case as (1)
methods opposed to good moral s because characterized by deception, bad faith, fraud,
or oppression, and/or (2) methodsregarded asagainst public policy because of danger-
ous tendency unduly to hinder competition or create monopoly.

The work for the year covered the entire scope of the trust problem and related
subjects. It reached from the simplest form of unfair methods of competition on
through all phases to the more complex question of trust dissolution. These activities
touched the whole range of commerce--raw materials, manufacturing, wholesaling,
retailing, exporting, manipulation of markets and, as representing the public interest,
consumption. The whole trust problem
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can be approached satisfactorily only by approaching it on the economic aswell asthe
legal side. Activitiesin both these fields as disclosed in the report here given register
an advance in an understanding of the matter.

Whilein al its divisions the commission in those activities having to do with the
preservation of competition and the prohibition of unfair methods of competition dealt
primarily with questions arising in trade in manufactured products, it may also be
noted that many of these matters affected agricultural interests. During the year the
commission made reports for Congress and the same were published on the cotton
trade; flour-millingindustry ; costs, profits, and marginsinthe handling of grain; stove
industry ;and taxation and tax-exempt income. At the request of the President there
was submitted to him a special report on gasoline prices. A comprehensive report on
the radio industry was al so prepared for the House of Representatives and published.

Among thelegal proceedings under way during the year were casesrelating to food,
fuel, clothing and shelter, etc., i. e, steel (Pittsburgh plus), radio, farm implements,
grain, groceries, coa, furniture, food products, lumber, soaps, silverware, silks,
woolens, photoengraving, typothetae, tobacco, paper and stationery, motion pictures,
etc.

Thelegal proceedings of the commission make frequent and extensive demands on
the economic staff £or expert assistance from economists and accountants and also
for statistical and clerical service. During the fiscal year under report professional
assistance was rendered especialy in connection with the Pittsburgh Basing Point
case, the Bethlehem-Midvale-Lackawanna steel merger, and the cases relating to
anthracite premium pricesand quantity discountson corn products. Clerical assistance
wasgivenin various other cases. In thisconnection 17 members of the economic staff
were engaged on legal work during the fiscal year.

Aid to other branches of the Government was rendered by detailing expert
accountantsto the Senate Committee on Public Lands and Surveysin connection with
the Teapot Dome investigation conducted by that committee. In addition, anumber of
statistical expertsand clerksfamiliar with thecoal industry problemsweretemporarily
assigned to the United States Coal Commission in connection with that commission
‘sinquiry into costs, prices, and profits of coal-mining operators.

For the administration of the acts of Congress committed to its care, the commission
has been organized into four major divisionsi.e., administrative, legal, economic, and
export trade--and the work of the year is reported under those captions in the order
given.



ADMINISTRATIVE DIVISION

This division conducts the business affairs of the commission. It is made up of
several units such as are usually found in Government establishments, the functions
of the units being governed largely by general statutes. These units are personnel,
fiscal affairs, publications, docket, mail and files, supplies, stenographic, and library.

The units are under the direct supervision of the assistant secretary of the
commission. The character of work of each isindicated by its designation.

PERSONNEL

Under the rule of the commission providing for the rotation of the office of
chairman, Commissioner John F. Nugent was chosen chairman for the year beginning
December 1, 1923. Commissioner Nugent waived the chairmanship, and
Commissioner Huston Thompson, the next in order of seniority, waschosen chairman.
Commissioner Vernon W. Van Fleet was chosen vice chairman for the same period.

Commissioner Victor Murdock, of Kansas, resigned, effective January 31, 1924, and
tofill the unexpired portion of histerm, ending September 25, 1925, the President, on
May 26, 1924, sent to the Senate the nomination of Mr. Charles W. Hunt, of lowa.
Thisnomination was confirmed by the Senate on May 31, 1924, and Mr. Hunt took the
oath of office and entered upon duty on June 16, 1924.

OnJune 30, 1924, therewere 309 employeeson the pay roll, with atotal basic salary
of $742,240 and abonus of $49 ,660, agrand total of $791,900. Of these employees,
181 wereunder thecivil serviceand 128 held positionsexcepted by law fromthecivil-
serviceregulations. Of thetotal of 309 empl oyees, 160 wereadministrativeemployees,
clerks, etc.; 90 werelawyers; 30, economists; and 29, accountants. The average salary
of al employees on June 30, 1924, including bonus, was $2,562.78. The average
sdary for administrative employees was $1,747.50; for lawyers, $3,697.22; for
economists, $3,425.00; for accountants, $2,675.17. Therewere 100 women employees.

During the year ended June 30, 1924, 40 employees, or 13 per cent, |eft the service
of the commission and 31 appointments of a permanent character were made. The
number of employees coming under the provisions of the civil service retirement law
was 178.

As of July 1, 1924, the Personnel Classification Board classified the employees.
Nine suffered salary reductions in total amount of

4



ADMINISTRATIVE DIVISION 5

$2,080. The Personnel Classification Board did not increase the allocation or salary
of any employee over the alocation given by the commission, but decreased the
allocation of 78 employees. How ever, the rates of salaries paid by the commission
to certain employees were adjusted to accord with the salary rates provided in the
classification act. This adjustment under the law operated to grant nominal salary
increases to 115 employees, atotal of $14,580, with atotal net increasein the salary
roll asaresult of reclassification of $12,500. Thisrepresented an increase of 1.58 per
cent in the employees’ salary roll. A number of appeals from the board’ s allocation
were filed both by the commission in behalf of its employees and by the employees
individually. The commission protested the board's allocation of economists and
accountants to the clerical, administrative, and fiscal service. These the commission
held belonged intheprofessional and scientific service. Thecommission al so protested
the relatively low allocation given by the board to its legal staff. In all, appeals were
filed by about one-third of the employees. A number of appeal s have been granted and
from time to time changes in the allocations of employees are being made by the
Classification Board. These w ill be shown in the next annual report.

At the time of the commission’s organization, March 16, 1915, the personnel
consisted of 144 persons, these being carried over from the Bureau of Corporations of
the Department of Commerce. Thetotal number on therolls on the date of declaration
of war against Germany, April 6, 1917, was 198, and the number in the service at the
time of the signing of the armistice, November 11, 1918, was 691. The high-water
mark, so far as number of employees is concerned, was on December 9, 1918, when
there were 710 employeesin the service.

The turnover in the force in the short period of the history of the commission has
been exceptionally high. There have been 2,158 original appointmentsin alittle more
than nine years, and of this number 1,844 have left the service. This means that the
commission has had six times as many employees come and go as it now has on its
rolls.

A statement of the personal, including commissioners at the end of each fiscal year
since the organization of the commission, is given below :

June 30, 1915 143 June 30, 1920 418
June 30, 1916 224 June 30, 1921 315
June 30, 1917 214 June 30, 1922 318
June 30, 1918 663 June 30, 1923 308
June 30, 1919 376 June 30, 1924 314

This table shows a war-time personnel promptly cut in half after the armistice and
a stationary personnel for the past four years.
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FISCAL AFFAIRS

Appropriationsavailableto the commission for thefiscal year ended June 30, 1924,
under the executive and sundry civil ad, approved February 13, 1924, amounted to
$1,010,000. This includes an item of $50,000 for salaries of commissioners and
$20,000 for printing and binding, leaving $940,000 for the general work of the
commission.

Expenditures for the year plus outstanding liabilities amounted to $979,440.18,
which left an unexpended balance of $30,559.72. Of this amount, $8,563.78
represented the unexpended balance of the appropriation provided for the payment of
increase of compensation (bonus); $3,750, unexpended balance of salaries £or
commissioners and secretary (statutory); and $580.75, unexpended balance of ap-
propriation £or printing and binding. The remainder, $17,665.19, represents the
unexpended balance of the lump sum appropriation.

The appropriation, including unexpended balances of appropriation for previous
years, and expenditures, are tabulated below.

Appropriations and expenditures

Amount Amount
available expended
Federal Trade Commission, 1924:
Salaries, commissioners, secretary $51,000.00 $51,210.10
Increase of compensation (bonus) 55,000.00 46,436.22
Printing and binding 20,000.00 15,451.35
All other authorized expenses 880,000.00 842,911.89
Total fiscal year 1924 1,010,000.00 956,049.46
Unexpended balances:
Federal Trade Commission-
1923 22,514.09 20,619.89
1922 42,001.38 1.90
Cr. .44

1,071,411.47  976,710.81

It isestimated that the outstanding liabilities of the commission as of June 30, 1924,
amount to $23,390.72, payment of which will be made from the unexpended balance
of the appropriations, “Federal Trade Commission,” 1924.

A detailed analysis of the costs of the commission is given in the following
Statement:

Satement of costs of the Federal Trade Commission for the fiscal year ended
June 30, 1924

Office Field Total
Administrative $235,972.70 $727.38 $236,700.08
Economic 195,516.22 11,981.81 207,498.03
Legal:
Chief counsel 164,245.40 59,731.71 223,981.11
Chief examiner 171,149.30 45,301.91 216,451.21
Board or review 20,045.91 904.90 21,910.81

Export trade 11,060.05 2,303.02 13,363.07



Trading with the enemy 2,019.01 2,019.05
Grand total 800,008.63 120,954.73 920,963.36
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Detailed statement of costs of the Federal Trade Commission for the fiscal year ended June 30, 1924

Item
Annual leave
Applications for complaints
Board of review
Bread inquiry
Briefs
California oil
Clayton Act, section 7, genera investigation
Clayton Act, section 8, general investigation
Coal-trade inquiry
Communications
Complaints, formal
Computing machine work
Corporation reports
Cotton trade inquiry
Court leave
Declinein w heat prices
Docket section
Economic super vision
Equipment
Export grain inquiry
Export trade
Fiscal affairs
Flour milling
Gasoline inquiry
General administration, commissioners’ etc
Grain and produce exchange
Heat and light
House-furnishings investigation
Injunction proceedings against the commission
Labor
Legal supervision
Library section
Lumber
Mail and file sect ion
Medical attendant
Messengers
Military leave
Miscellaneous economic
Miscellaneous legal
National wealth inquiry
Paper schedules
Personnel section
Petitions for mandamus
Preliminary inquiries
Preliminary work on formal complaints
Printing and binding
Publications section
Purchases and supplies section
Radio industry
Rents
Repairs
Services rendered to Coal Commission
Services rendered to Department on justice
Services rendered to Federal Real Estate Board

Servicesrendered to Reclassification Commission
Services rendered to Senate Committee on Public Lands and Surveys

Sick leave

Specia briefs

Special legal work for the commissioners
Steel

Stenographic section

Stock securities (blue sky)

Study of procedure

Supplies

Time excused by Executive or commission’s order

Tobacco situation

Office
$62,975.03
54,711.76
18,910.74
2,200.81
248.86
4.55
157.88

7,965.97
3,889.15
154,289.39
1,215.24
8.13
31,027.32
.68
10.23
15,098.28
14,951.49
4,243.81
415.82
9,568.01
9,774.89
9,908.47
29,402.28
71,326.98
9,643.12
104.17
19,997.82
12.25

Field

$18,069.06

Cr. 322
704.72

77,089.09

4,108.55

Cr .50
2,303.02

Cr .59

6,019.01
506.22

129.13

816.74

2,652.66

47,937.47
7,210.12
8.24
9,968.97
1,281.38
7,891.51
623.37
279.85
4.96
54,955.86
63.41
8,038.01
2,025.15
18,847.69
10.89
15,451.35
12,456.90
4,762.39
1,412.31
9,847.98
110.07
306.00
311.00
3.01
385.20
112.40
16,417.92
250.45
873.41
659.36
30,915.60

1,194.88

9,585.10
8,109.94

104.60

847.48

3,983.79

3,885.53

636.00

57.48

215.93

1,297.05
92.30
38.77



Trade practice submittal 210.96

Trading with the enemy 1,693.32
Transportation of things 199.05
800, 008.63 120,954.73
Total office expenses 800,008.63
Total cost 920,963.36

Adjustments.--The following adjustments are made to a count £or the difference between the costs and expenditures:
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Total cost for the year ended June 30, 1924 $920,963.36
L ess transportation paid 40,198.05
New tota 880,765.31
Plus transportation paid 42,143.78
New total 922,909.09
Allotted to the retirement fund 7,365.50
Increase of compensation (bonus) 46,463.22
Expenditures for the year ended June 30, 1924 976,710.81

Appropriations available to the commission since its organization, and the
expenditures for the same period, together with the unexpended balances, are shown
in the following table :

Year Appropriations Expenditures Balance
1915 $184,016.23 $90,442.05 $93,574.18
1916 430,964.08 379,927.41 51,036.67
1917 567,025.92 472,501.20 94,524.72
1918 1,608,865.92 142,187.32 156,678.00
1919 1,753,530.75 1,522,331.95 231,198.80
1920 1,305,708.82 1,120,336.32 185,372.50
1921 1,032,005.67 938,664.69 93,340.98
1922 1,026,150.54 956,632.01 69,518.53
1923 974,480.32 970,768.41 3,711.91
1924 1,010,000.00 979,240.18 30,559.72

PUBLICATIONS

Thefollowing publicationswereissued during thefiscal year ending June 30, 1924:

Annual Report for the Fiscal Y ear ended June 30, 1923 ; November 20, 1923 ; 218 pages.

Methods and Operations of Grain Exporters, Volume |1, Speculation, Competition, and
Prices; June 18, 1923; 264 pages.

House Furnishings Industry, Volume Il, Stoves ; October 1, 1923 ; 187 pages.

GrainTrade, VolumelV, Middlemen’ sProfitsand Margins, September 26, 1923 ; 215 pages.

Radio Industry, December 1, 1923 ; 347 pages.

Decisions, Findingsand Orders of the Federal Trade Commission, VolumeV (May 22, 1922,
to February 13, 1923); June 12, 1924 ; 628 pages.

Rulesof Practice, Amended, February 1, 1924 ; 11 pages. Cotton Trade, Part |, May 5, 1924;
280 pages (printed as Senate Document 100).

Wheat Flour Milling, May 16, 1924 ; 143 pages (printed as Senate Document 130).



Taxation and Tax-exempt Incomes, June 4, 1924; 157 pages (printed as Senate Document
148).
War-Time Costs and Profits of Steel.

Copies of these publications may be purchased from the Superintendent of
Documents, Washington, D. C., for nominal sums. During thefiscal year ended June
30, 1923, 4,718 copies of report. of the commission were sold by the Superintendent
of Documentsfor $1,265.65. Thefiguresfor thefiscal year 1924 are not yet available.
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DOCKET

Thissection is somewhat comparableto the office of aclerk of court. Inthissection
are kept the documents and records pertaining to the legal work of the commission.
These records are reported under the caption, "Legal work," on page 20.

LIBRARY

Thelibrary hasacollection of over 20,000 books, pamphlets, and bound periodicals,
devoted largely to the subjects of law, economics, and industries. In addition are
extensive files of clippings, leaflets, etc. The distinctive features of the economic
collection are the files relating to corporation and trade association data and files of
trade periodicalsfor the moreimportant industries. Thereisafunction peculiar to the
commission'slibrary inthe character of thework it performs, and that isin the material
it gathersin the form of pamphlets, corporation reports, association records, current
financial and statistical services, catalogues, tradelists, etc., which are not ordinarily
found in libraries of even a technical character. The greater amount is furnished
gratuitously. Thismaterial furnishes avaluable adjunct to the investigatory work and
is adapted to furnish leads to examinations rather than to complete and substantive
information on the subject matter.

Thebulk of the law collection consists of the various national and regional reporter
systems and the more important reference encyclopedias and reference booksthat are
commonly foundinlaw libraries. The distinctive feature, however, isafile of records
and briefs of antitrust cases, which were acquired without expenditure.

Care is exercised to limit the selection of books to supply only those needed
constantly andimmediately inthe commission’ swork. Thecommissionisfar removed
from other governmental law libraries and the library of the Supreme Court of the
United States and must have available sufficient volumes to answer the ordinary re-
guirements of the legal and economic force. In all other instances use is made of the
other libraries in Washington, including the Library of Congress.

QUARTERS

The commission is housed in one of the temporary war structures at Twentieth and
D Streets NW. To facilitate trial and investigatory work, and in the interest of
economy, small branch offices are maintained at New Y ork City, Chicago, and San
Francisco. All communi cationsshoul d beaddressed to the commission at Washington,
D.C.



LEGAL DIVISION

Under this caption isreported the work relating to the prevention of unfair methods
of competition prohibited by section 5 of the Federal Trade Commission act and cases
of pricediscrimination, trying contracts, corporate-stock acquisitions, andinterlocking
directorates arising under sections 2, 3, 7, and 8, respectively of the Clayton Act.

To make clear the duties of the commission in thisregard, pertinent portions of the
acts are quoted. It will be noted that the function of the commission is remedial, not
punitive, and that no power is given to impose any penalty. The commission prevents
the unfair act to protect the public, not to punish the doer of the act.

FEDERAL TRADE COMMISSION ACT
Section 5, in part, reads:

That unfair methods of competition in commerce are hereby declared unlawful.

The commission is hereby empowered and directed to prevent persons, partnerships, or
corporations, except banks, and common carrierssubject to the actsto regulate commerce, from
using unfair methods of competition in commerce.

Whomever the commission shall have reason to believe that any such person, partnership, or
corporation has been or is Using any unfair method of competition in commerce, and if it shall
appear to the commission that a proceeding by it in respect thereof would be to the interest of
the public, it shall issue and serve upon such person, partnership, or corporation a complaint
stating its chargesin that respect, and containing anotice of ahearing upon aday and at aplace
therein fixed at least 30 days after the service of said complaint. The person, partnership, or
corporation so complained of shall have the right to appear at the place and time so fixed and
show cause why an order should not be entered by the commission requiring such person,
partnership, or corporation to cease and desist from the violation of the law so charged in said
complaint. * * * |f upon such hearing the commission shall be of the opinion that the method
of competition in question is prohibited by the act, it shall make areport iii writing, in which it
shall state its findings as to the facts, and shall issue and cause to be served on such person,
partnership, or corporation an order requiring such person, partnership, or corporation to cease
and desist from using such method of competition.

If such person, partnership or corporation fails or neglects to obey such order of the
commission whilethe sameisin effect, the commission may apply to the circuit court of appeals
of the United States for the enforcement of its
10



LEGAL DIVISION 11

order * * *. The court shall have power to make and enter a decree affirming, modifying, or
setting aside the order of the commission. The findings of the commission as to the facts, if
supported by testimony, shall be conclusive. Thejudgment and decree of the court shall befinal,
except that the same shall be subject to review by the Supreme Court upon certiorari asprovided
in section 240 of the Judicial Code.

Any party required by such order of the commission to cease and desist from using such
method of competition may obtain areview of such an order in said circuit court of appeals by
filing in the court a written petition praying that the order of the commission be set aside.

The jurisdiction of the circuit court of appeals of the United States to enforce, set aside, or
modify orders of the commission shall be exclusive.

Such proceedings in the circuit court of appeals shall be given precedence over other cases
pending therein, and shall bein every way expedited. No order of the commission or judgment
of the court to enforce the same shall in any way relieve or absolve any person, partnership, or
corporation from any liability under the antitrust acts.

CLAYTON ACT
Section 2--Price discriminations :

That it shall be unlawful for any person engaged in commerce, in the course of such
commerce, either directly or indirectly to discriminate in price between different purchasers of
commodities, while commodities are sold for use, consumption, or resale within the United
States or any Territory thereof or the District of Columbia or any insular possession or other
place under the jurisdiction of the United States, where the effect of such discrimination may
be to substantially lessen competition or tend to create a monopoly in any line of commerce:
Provided, That nothing herein contained shall prevent discrimination in price between
purchasers of commodities on account of differences in the grade, quality, or quantity of the
commodity sold, or that makes only due allowance for difference in the cost of selling or
transportation, or discrimination in price in the same or different communities made in good
faith to meet competition: And provided further, That nothing herein contained shall prevent
persons engaged in selling goods, wares, or merchandisein commerce from selecting their own
customersin bonafide transactions and not in restraint of trade.

Section 3--Tying contracts :

That it shall be unlawful for any person engaged in commerce, in the course of such
commerce, tolease or makeasaleor contract for sale of goods, wares, merchandise, machinery,
supplies, or other commodities, whether patented or unpatented, for use, consumption, or resale
within the United States or any Territory thereof or the District of Columbia or any insular
possession or other place under the jurisdiction of the United States, or fix a price charged
therefor, or discount from, or rebate upon, such price, on the condition, agreement, or
understanding that the lessee or purchaser thereof shall not use or deal in the goods, wares,
merchandise, machinery, supplies, or other commodities of a competitor or competitors of the
lessor or seller, where the effect of such lease, sale, or contract for sale or such condition,
agreement, or understanding may be to substantially lessen competition or tend to create a
monopoly in any line of commerce.
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Section 7--Corporate stock acquisitions :

That no corporation engaged in commerce shall acquire, directly or indirectly, the whole or
any part of the stock or other share capital of another corporation engaged also in commerce,
where the effect of such acquisition may be to substantially lessen competition between the
corporationwhose stock isso acquired and the corporation making the acquisition, or torestrain
such commerce in any section or community, or tend to create a monopoly of any line of
commerce.

No corporation shall acquire, directly or indirectly, thewhole or any part of the stock or other
share capital of two or more corporations engaged in commerce where the effect of such
acquisition, or the use of such stock by the voting or granting of proxies or otherwise, may be
to substantially lessen competition between such corporations, or any of them, whose stock or
other share capital is so acquired, or to restrain such commerce in any section or community,
or tend to create a monopoly of any line of commerce.

This section shall not apply to corporations purchasing such stock solely for investment and
not using the same by voting or otherwise to bring about, or in attempting to bring about, the
substantial lessening of competition. Nor shall anything contained in this section prevent a
corporation engaged in commerce from causing the formation of subsidiary corporationsfor the
actua carrying on of their immediate lawful business, or the natural and legitimate branches or
extensions thereof, or from owning and holding all or a part of the stock of such subsidiary
corporations, when the effect of such formation is not to substantially lessen competition.

Nothing contained in this section shall be held to affect or impair any right heretofore legally
acquired : Provided, That nothingin thissection shall be held or construed to authorize or make
lawful anything heretofore prohibited or made illegal by the antitrust laws nor to exempt any
person from the penal provisions thereof or the civil remedies therein provided.

Section 8.--Interlocking directorates :

That from and after two years from the date of the approval of this act no person at the same
time shall be a director in any two or more corporations, any one of which has capital, surplus,
and undivided profits aggregating more than $1,000,000, engaged in whole or in part in
commerce, other than banks, banking associations, trust companies, and common carriers
subject to the act to regul ate commerce, approved February fourth, eighteen hundred and eighty-
seven, if such corporations are or shall have been theretofore, by virtue of their business and
location of operation, competitors, so that the elimination of competition by agreement between
them would constitute a violation of any of the provisions of any of the antitrust laws. The
eligibility of a director under the foregoing provision shall be determined by the aggregate
amount of the capital, surplus, and undivided profits, exclusive of dividends declared but not
paid to stockholders, at the end of thefiscal year of said corporation next preceding the election
of directors, and when adirector has been elected in accordance with the provisions of this act
it shall be lawful for him to continue as such for one year thereafter.

When any person elected or chosen asadirector or officer or selected as an employee of any
bank or other corporation subject to the provisions of this act is eligible at the time of his
election or selection to act for such bank or other corporation in such capacity his eligibility to
act in such capacity shall not be affected and he shall not become or be deemed amenableto any
of the provisions hereof by reason of any change in the affairs of such bank or other
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corporation from whatsoever cause, whether specifically excepted by any of the provisions
hereof or not, until the expiration of one year from the date of his election or employment.

Thelegal division consistsof the chief counsel and staff and the chief examiner and staff. The
chief counsel isthelegal adviser to the commission and is charged with the conduct of thetrial
of casesbefore the commission and in the courts. The chief examiner conductsthe preliminary
investigations and ascertains the facts in all matters involving alleged violations of laws
enforceable by the commission, and reports the facts and the laws applicable thereto. This
includes special legal inquiriesin response to presidential and congressional action. The chief
examinersal so supervisesthe corpsof examiners, who act in acapacity somewhat similar to that
of mastersin chancery, representing the commission in the taking of testimony, the examination
of witnesses, and the submission of evidence under complaints.

SUMMARY

To measure the legal work is difficult. Many cases present simple facts representing types,
such as misbranding, wee with respect to which the law is established (Winsted Hosiery case
in the Supreme Court) and readily applied. lii other groups-for instance, guaranty against
decline and price maintenance--the facts are obtained) only after extended inquiry. In still other
groups, such asthose of corporate stock acquisition, the facts may be uncontested but the appli-
cation of the law uncertain. Each group presents its several problems and requires different
treatment. One attorney, during the course of a year, may handle a number of cases of false
advertising or misbranding, while one case involving monopoly, trade restraint, or lessening of
competition may require the entire services of not only two or more trial lawyers but also a
corps of experts, account-ants, and statistical clerks £or a period of one, two, or perhaps three
years. In other words, a case may be disposed of upon a stipulation of fact set forth on a few
typed pages, while another case, such asthe steel basing point case, might require the taking of
20,000 pages of testimony and the receipt and consideration of approximately 60,000 pages of
exhibits. The foregoing applies to complaint cases handled by the chief counsel. With some
variation the situation with respect to informal matters handled by the chief examiner is
identical.

Thisreport can best reflect the character and volume of the legal work performed by asimple
method of arithmetical expression supplemented by therecitation of typical cases. It canbesaid
that under the laws which it administers the commission was called upon during the year to
handle 3,111 separate legal mattersrelating in
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large part to unfair competition in foreign and domestic trade. It disposed of 2,048 of
such matters. Thisleft on hand undisposed of at the end of the fiscal year 1,063 legal
matters.

While the figures for 1924 are not comparablein every respect with those of 1923,
the 1921 figures correctly register an increase in legal matters handled, disposed of,
and left on hand at the close of that year. Of controlling interest, however, isthe fact
that there was an increase of 17 percent in the number of individual legal matters on
hand on June 30, 1924, in excess of the number on hand June 30, 1923. Thus, inlegal
work the commission is not only unableto handle the current receipts, during the year
fell considerably behind. The reason is an insufficient staff. That the work was
diligently pressed isshown by asubstantial increasein the number or mattersdisposed
of, notwithstanding there was no increasein the staff. To conduct the legal work the
commissionislimited to astaff of 87 lawyers, of whom 35 were attached to the chief
counsel’s office and 52 attached to the chief examiner’s office.

A summary of the legal record for the year reads:

Preliminary inquiries.--One hundred and eighty-one preliminary inquiries were on
hand at the beginning of the year; 1,584 were received during the year, making atotal
of 1,765 on hand. Of these, 1,531 were disposed of and 234 undisposed of at the close
of the year.

Applicationsfor complaints. --There were 572 applications for complaint pending
at the beginning of the year ; 377 were docketed during the year, and there were 5
recessions of previous action, making atotal of 954 for disposition during the year.
Of these, 389 were disposed of, 143 by the docketing of complaints and 246 by
dismissal of the application, leaving 565 pending at the close of the year.

Complaints.--Two hundred and thirty-two complaintswereon hand at the beginning
of the year; 154 were issued during the year, and there were 6 recessions of previous
action, making atotal of 392 no hand during theyear. Of these, 128 were disposed of
by the issuance of 92 ordersto cease and desist and by the dismissal of 36 complaints.
Thus left on hand 264 complaints undisposed of at the end of the year.

Court cases.--Thirteen cases were in the courts at the beginning of the fiscal year,
and 19 were taken to the courts during the year, making a total of 32. Of these, 10
were disposed of, leaving 22 on hand at the end of the year.

Tabular statement.--Statistics for the present year and for the entire history of the
commission are inserted on pages 62, 63, and 64.
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Since its organization in 1915 to date, the commission has received 9,249
preliminary inquiries, docketed 3,591 applications for complaints, issued 1,197
complaints, and 635 ordersto cease and desist, and dismissed 298 complaints. Fifty-
five of these orders to cease and desist have been taken to courts.

METHODS OF COMPETITION CONDEMNED

Among the unfair methods of competition and Clayton law violations condemned
by the commission and prohibited by ordersto cease and desist may be mentioned the
following :

Misbranding of fabricsand other commaoditiesrespecting the materialsor ingredients
of which they are composed, their quality, origin, or source.

Adulteration of commaodities, misrepresenting them as pure or selling them under
such namesand circumstancesthat the purchaser would be misled into believing them
to be pure.

Bribery of buyers or other employees of customers and prospective customers to
secure new customers or induce continuation of patronage.

Making unduly large contributions of money to associations of customers.

Procuring the business or trade secrets of competitors by espionage, by bribing their
employees, or by smilar means.

Procuring breach of competitors contracts for the sale of products 1)y
misrepresentation or by other means.

Inducing employees of competitors to violate their contracts or enticing away
employees of competitorsin such numbers or under such circumstances as to hamper
or embarrass them in business.

Making false or disparaging statements respecting competitors products, their
business, financial credit, etc.

The use of false or mislead lug advertisements.

Making vague and indefinite threats of patent-infringement suits against the trade
generally, the threats being couched in such general language as not to convey aclear
ideaof therightsalleged to be infringed, but neverthel ess causing uneasiness and fear
in the trade.

Widespread threatsto the trade of suitsfor patent infringement arising front the sale
of alleged infringing products of competitors, such threats not being made in good
faith but for the purpose of intimidating the trade.

False claimsto patent, trade-mark, or other rights or misrepresent the scope thereof.

Intimidation for the purpose of accomplishing enforced dealing by falsely charging
disloyalty to the Government.

Tampering with and misadjusting the machines sold by competitorsfor the purpose
of discrediting them with purchaser.
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Trade boycotts or combinations of traders to prevent certain wholesale or retail
dealers or certain classes of such dealers from procuring goods or goods at the same
terms accorded to the boycotters or conspirators, or to coerce the trade policy of their
competitors or of manufacturers from whom they buy.

Passing off of products, facilities, or business of one manufacturer or dealer for
those of another by imitation of product, dress of goods, or by simulation or
appropriation of advertising or of corporate or trade names, or of places of business,
and passing off by a manufacturer of an inferior product for a superior product
theretofore made, advertised, and sold by him.

Unauthorized appropriation of the results of a competitor’s ingenuity, labor, and
expense, thereby avoiding costs otherwise necessarily involved in production.

Preventing competitors from procuring advertising space in newspapers or
periodicals by misrepresenting their standing or other misrepresentation calculated to
prejudi ce advertising mediums against them.

Misrepresentation in the sale of stock of corporations. Selling rebuilt machines of
various descriptions; rebuilt automobile tires, and old motion-picture films dlightly
changed and renamed as and for new products.

Harassing competitors by requests not in good faith, for estimates on bills of goods,
for catalogues, etc.

Givingaway of goodsinlargequantitiesto hamper and embarrasssmall competitors,
and selling goods at cost to accomplish the same purpose.

Sales of goods at cost, coupled with statements misleading the public into the belief
that they are sold at a profit.

Bidding up the prices of raw materialsto a point where the businessis unprofitable
for the purpose of driving out financially weaker competitors.

The use by monopolistic concerns of concealed subsidiaries for carrying on their
business, such concernsbeing held out asnot connected with the controlling company .

Intentional appropriation or converting to one’s own use of raw materials of
competitors by diverting shipments.

Giving and offering to give premiums of unequal value, the particular premiums
received to be determined by lot or chance, thusin effect setting up alottery.

Any and al schemes for compelling wholesalers and retailers to maintain resale
prices on products fixed by the manufacturer.

Combinations of competitors to enhance prices, maintain prices, bring about
substantial uniformity in prices, or to divide territory or business, or to put a
competitor out of business.
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Acquiring stock of another corporation or corporations where the effect may be ‘to
substantially lessen competition, restrain commerce, or tend to create a monopoly.

Various schemes to create the impression in the mind of the prospective customer
that he is being offered an opportunity to make a purchase under unusually favorable
conditions, when such is not the ease, such as

(1) Sdesplansinwhich the seller’susual priceis falsely represented as a specia
reduced price made available on some pretext, for alimited time or to alimited class
only.

(2) Theuse of the* free* goodsor servicedeviceto createthe falseimpression that
something is actually being thrown in without charge when as a matter of fact fully
covered by the amount exacted in the transaction taken as awhole.

(3) Sdesof goodsin combination lots only with abnormally low figures assigned
to staples the prices of which are well known, and correspondingly highly
compensating prices assigned to staples the cost of which is not well known.

(4) Sale of ordinary commercial merchandise at usua prices and profits, as
pretended Government war surplus offered at a bargain.

(5) Use of misleading trade names calcul ated to create the impression that a dealer
isamanufacturer, selling directly to the consumer, with corresponding savings.

(6) Plans ostensibly based on chance, or servicesto be rendered by the prospective
customer, whereby he may be able to secure goods contracted for at particularly low
prices, or without completing al the payments undertaken by him, when as a matter
of fact such plans are not carried out as represented and are amere lure to secure his
business.

(7) Use of pretended exaggerated retail prices in connection with, or upon the
containers of, commodities intended to be sold as bargains at lower figures.

(8) Falsely claiming forced sale of stock, with resulting forced price concessions,
when asamatter of fact thereis mingled with the customary stock inferior goods, and
other methods are employed so that as amatter of fact no such concessionsarein fact
accorded.

Seeking to cut of and hamper competitors in marketing their products through
destroying or removing their sales display and advertising mediums.

Discriminating in price.

Subsidizing public officials or employees through employing them or their
relatives under such circumstances as to enlist their interests in situations in which
they will be called upon by virtue of their official position, to act officially.
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Suggesting to prospective customers the use of specific, unfair, and dishonorable
practices directed at competitors of the seller.

Imitating standard containers customarily associated in the mind of the general
purchasing public with standard weights of the product therein contain to sell to said
public such commodity in weights less than the af orementioned standard units.

Concealing businessidentity in connection with the marketing of one’s product.

Misrepresenting in various ways the advantages to the prospective customer of
dealing with the seller ; such as-

(1) Seller’salleged advantages of location or size.

(2) Faseclaims of being the authorized distributor of some concern.

(3) Alleged endorsement of the concern or product by the government or by
nationally known businesses.

(4) False claim by adealer in domestic products of being animporter, or by adealer
of being a manufacturer, or by amanufacturer of some product of being also the raw
material entering into said products.

(5) False claim of “no extra charge for credit.”

(6) Of being manufacturers’ representative and outlet for surplus stock sold at a
sacrifice, etc.

Tying or exclusive contracts, leases or dealings, in which, in consideration of the
granting of certain rebates or refunds to the customer, or the right to use certain
patented equipment, etc., the customer binds himself to deal only in the products of
the seller or lessor.

Showing and selling prospective customers articles not conforming to those
advertised, in response to inquiries, without so stating.

Direct misrepresentation of the composition, nature or qualities of the product
offered and sold.

Use by business concerns associated as trade organizations or otherwise of methods
which result in the observance of uniform prices for the products dealt in by them,
with consequent restraint or elimination of competition; such as use of various kinds
of so-called standard cost systems, price lists or guides, etc.

Securing business through undertakings not carried out and through dishonest and
oppressive devices calculated to entrap and coerce the customer or prospective
customer, such as-

(1) Securing prospective customer’'s signature by deceit to a contract and
promissory note represented as ssmply an order on approval, securing agents to
distribute the seller’ s products through promising to refund the money paid by them
shouldtheproduct prove unsatisfactory, and through other undertaking not carried out.
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(2) Securing business by advertising a “free-trial" offer proposition, when as a
matter of fact only a*money-back” opportunity is offered the prospective customer,
etc.

Giving products misleading hames so as to give them a value to the purchasing
public or to a part thereof which they would not other wise possess, such as-

(1) Namesimplying falsely that the particular products so names were madefor
the Government, or in accordancewithitsspecifications, and of corresponding quality,
or are connected with it in some way, or in some way have been passed upon,
inspected underwritten, or indorsed by it.

(2) That they are composed in whole or in part of ingredients or materials,
respectively contained only to a limited extent or not at all.

(3) That they were made in or came from some locality famous for the quality of
such products.

(4) That they were made by some well and favorably known process, when as a
matter of fact only made in imitation of and by a substitute for such process.

(5) That they have been inspected, passed, or approved after meeting the tests of
some official organization charged with the duty of making such tests expertly an
disinterestedly or giving such approval.

(6) That they were made under conditions or circumstances considered of
importance by a substantial  fraction of the general purchasing public, etc.

Interfering with established methods of securing suppliesin different businessesin
order to hamper or abstruct competitorsin securing their supplies.

SPECIAL LEGAL INQUIRIES

The chief examiner conducted two specia legal inquiries during the year , as
follows:

Gasoline.--At the direction of the President, a report on the gasoline situation
1924, which covered economic and legal phases, was prepare jointly by the chief
examiner and the chief economist. The chief examiner’ sinvestigation had reference
to monopoly, prices, and competitive conditions in the marketing of gasoline. The
gasolinereport ismorefully covered under the caption of “ Economic work,” page 79.

Radio.--Pursuant to House Resolution 548, Sixty-seventh Congress, fourth session,
adopted March 3, 1924, an inquiry was conducts and report submitted to the House of
Representatives under date of December 1, 1923, with respect to the radio industry.
The report covered (a) the ownership of patents covering radio ap-
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paratus; (b) contracts, leases, or agreements respecting the sale or use of radio
apparatus; (c) contracts, leases, or agreements with respect to radio communication
; and (d) the organization, practices, etc., of he most important companies in the
industry.

The investigation showed that the Radio Corporation of America is the most
important factor in that industry. It has entered into cross-licensing agreements with
various companieswhich ownor control practically al patentscovering radio devices
considered of importance to the art. These companies include the General Electric
Co., Westinghouse Electric & Manufacturing Co., the American Telephone &
Telegraph Co., the United Fruit Co., and the Radio Engineering Co. of New York. It
was also developed that the Radio Corporation of Americais the dominant factor in
the communication field. With respect to international communication, it has secured
a monopoly by virtue of traffic agreements entered into with various foreign
governments and radio concerns. Agreements of this character have been made with
Marconi’s Wireless Telegraph Co. ( Ltd.) covering the British possessions, and the
Governmentsof Norway, Germany, France, Poland, Sweden, the Netherlands, Japan,
and China.

PROCEDURE AND STATISTICS ON LEGAL WORK

Responsive to many inquiries, it has been thought well to set forth details of the
procedure upon legal matters. Thisis done in connection with statistics under topic
headings which carry the unfair competition and Clayton law cases from their
inception, through their several steps, to decision in the Supreme Court of the United
States, the end of the processin the final determination of existing law. These topic
headingsare (1) preliminary inquiries, (2) applicationsfor complaints, (3) complaints,
including orders to cease and desist, and (4) court cases.

PRELIMINARY INQUIRIES

These are handled by the chief examiner and his staff. The preliminary inquiry is
the initial approach to the commission in an unfair competition or Clayton law case,
and isusually in the form of aletter from the general public, through an individual or
corporation, calling attention to some alleged illegal or harmful practicein foreign or
domestic commerce. In bringing these matters to the commission no formalities or
blank formsarerequired. A letter sufficesif itissigned by the complaining party and
contains the name and address of the party complained against and a statement of the
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nature of therelief sought. It should also transmit all the evidence in the possession of
the complaining party, documentary or otherwise, to aid in the inquiry. Upon its
receipt the preliminary inquiry isimmediately referred to the chief examiner, who
causesthesameto beexaminedfor certain necessary jurisdictional elements-thepublic
interest, unfair competition, and the interstate-commerce feature.

The examination of the papers submitted by the applicant is supplemented when
necessary by correspondence At this stage the inquiry isregarded as confidential, to
which no publicity attaches. If the jurisdictional elements are present, and without
them the commission can not proceed, and the matter fails of disposition by
conferences and correspondence with the chief examiner, the preliminary inquiry is
docketed as a application for the issuance of a complaint.

During theyear here reported upon the commission was called uponto handle 1,765
preliminary inquiries, this number being made up of 181 on hand at the beginning of
the fiscal year and 1,584 received during the year. Of this number, 1,209 were
disposed of to the satisfaction of the parties upon summary review by the chief
examiner, at small cost to the Government, and 322 by the docketing of applications
for complaints. Thisleft 234 on hand undisposed of at the end of the year.

The following table gives arecord of the work on preliminary inquiries during the
entire history of the commission, from 1915 until 1924, inclusive.

Preliminary inquiries 1915 1916 1917 1918 1919 1920 1921 1922 1923 1924 Totd
Pending at beginning of

year 4 12 32 19 29 61 61 182 181 588
Requests for action from
public 119 265 462 611 843 136 1,070 1,258 1,313 1,584 8,661

Total for disposition 119 269 474 643 862 1,165 1,131 1,326 1,495 1,765 9,249
Dismissed on summary

review 3 123 289 292 298 1,351 500 731 931 1,209 4,727
Docketed as applications

for complaint 112 134 153 332 535 724 563 413 383 322 3,671
Total disposed of 115 257 442 624 833 1,075 1,063 1,144 1314 1531 8,398
Pending at end of year 4 12 32 19 29 61 68 182 181 234 822

The table shows a steady increase of from 119 in 1915 to 1,584 in 1924, or an
increase of 1,924 per cent in 10 years.

The commission has used various means to meet the increase in preliminary
inquiries received, and hasincreased the force at the command of the chief examiner
as far as its funds would permit. It has made changes in procedure with a view to
expediting the disposition of theinquiries, and in thisway has reduced the proportion
of preliminary inquiries which are docketed as applications for complaints.

The reduced proportion referred to has been possible by the fact that, as the
established precedents grow in number and the field
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which they cover widens, it becomes possible to dispose of’ more inquiries with less
investigation and consideration. Court decisionshaveal so been hel pful inthisrespect.
If it is possible to do so, the inquiries are handled without docketing as applications
for complaints.

APPLICATIONS FOR COMPLAINTS

If, upon examination, a preliminary inquiry is found to contain the necessary
jurisdictional elements, it isdocketed asan application for theissuance of acomplaint,
and thisisthe second stagein the devel opment of acase. An application for complaint
present some primafacieindication of violation of law, that isto say, therecord before
the chief examiner in a given preliminary inquiry can not be disposed of by simple
correspondence or reference to precedent or court decision, and requires complete
investigation to ascertain factsto be presented to the commission for itsdetermination
asto whether or not acomplaint should issue. The application for complaint, like the
preliminary inquiry, is handled by the chief examiner and is held confidential.

The chief examiner assigns each application for complaint to an attorney, whose
duty itisto gather thefacts. Thefirst stepin theinvestigation isto present to the party
complained against acomplete statement of matter, without identifying the applicant
and to request the party complained against to submit such statements, evidence, and
documentsin defense or explanation of his position as he may desire to be brought to
the attention of the commission. The investigating attorney makes such investigation
as the nature of the particular case may require to develop the facts, and thereafter
summarizes hisinvestigation in afinal report which is submitted, with the record, to
thechief examiner, witharecommendation either (1) that theapplication for complaint
be dismissed or (2) that formal complaint issue.

The chief examiner passes upon the investigating attorney’ s reports and indorses
thereon his approval or disapproval and event complaint is recommended refers the
entirefileto the board of review. If the recommendation of the investigating attorney
isfor dismissal, the file goes direct to the commissioner in charge.

Theboard of review. asitting board composed of three members, reviewstherecord
and prepares areport, summarizing the evidence, reciting the law applicable thereto,
and submitting a recommendation for commission action.

The file is then assigned to a commissioner, who reviews the entire record and
presents the case to the full commission with his recom-
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mendation either that a complaint issue or that the application for complaint be
dismissed. A mgjority vote controls.

During the year here reported upon the commission was called upon to handle 954
applications for complaint. Of this number 572 were carried over from the previous
year, 377 were docketed during the year, and 5 were rescissions of previous action.
Of thistotal number Of 954 the commission disposed of 389 during theyear. Of these
246 were dismissed after investigation for the reason that the facts devel oped did not
call for the exercise of the remedial powers granted to the commission. One hundred
and forty-three applications for complaints developed facts based upon which
complaintsissued. These figuresindicate that the commission was able to dispose of
but 41 per cent of the application for complaints which it was called upon to handle
during the year. In other words, 954 were no hand during the year, and at the close of
the year 565 had not been disposed of. At thisrate the commission is about two years
behind in this particular phase of its work. On June 30, 1924, there were 215
applicationsfor complaintswhich had been on hand for an average period of over nine
months.

Thefollowing table givesarecord of thework on applicationsfor complaintsduring
the entire history of the commission, from 1915 until 1924, inclusive :

Applications for 1915 1916 1917 1918 1919 1920 1921 1922 1923 1924 Tota
complaint
Pending at beginning
of year 0 104 130 188 280 389 554 466 458 572 3,141
Applicationsdocketed 112 134 153 332 535 724 426 382 416 377 3,591
Total for disposition 112 238 283 520 815 1,111 980 848 874 949 6,732
Applications dismissed 8 105 79 160 301 339 357 287 181 246 2,063
Dismissals rescinded 0 0 0 0 0 0 0 0 0 5 5
Net dismissals 8 105 79 160 301 339 357 287 181 211 2,058
Applications to
formal complaint 0 3 16 80 125 220 157 103 121 143 968
Total disposed of 8 108 95 240 426 559 514 390 302 384 3,026
Pendingatendof year 104 130 183 280 389 554 466 458 572 565 3,706

Like the preliminary inquiry, the application for complaint docket has steadily
increased from 112 in 915 to 377 in 1924, an increase of 237 per cent.

Asthespecific chargesin applications for complaintsfor alleged unfair competition
and Clayton Act violations may be of interest, atable has been prepared showing the
principal chargesallegedinapplicationsfor complaintsdocketed during thefiscal year
1923 and thefiscal year 1924, together with a statement of theincreases and decreases
in the larger items The table follows :
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Charge 1923 1924 In De
crease crease

Appropriation of values created by competitor’s expenditure 9 4 5
Bogus independents 6 0 6
Boycott 4 0 4
Bribery 3 3
Combination or conspiracy in restraint of trade 16 19 3
Disparagement of competitor’s goods or business 12 8 4
Enticement of competitor’s employees 4 2 2
Espionage I 4 3
False and midleading advertising 149 201 52
Full- line forcing 5 0 5
Interference with competitor’s source of supply or business 21 14 7
Misbranding 68 120 52
Misrepresentation 41 110 69
Passing off of hame and goods 48 60 12
Price cutting 2 2
Price fixing 15 12 3
Resale price maintenance 66 27 39
Sec 2, (Clayton Act (price discrimination) 38 3 35
Sec. 3, ( Clayton Act (tying and exclusive contracts) 12 6 6
Subsidizing salesman 3 0 3
Sec. 7, Clayton Act (corporate mergers) 9 10 1
Threats and a intimidation 6 4 2
Violation of commission’s order 6 0 6
Miscellaneous 33 23 10

From this it appears that the largest item in both years was false and misleading
advertising, which showed an increase in 1923-24 over the previous year of 35 per
cent; then misbranding, which increased 761/2 per cent; then passing off of name and
goods, with anincrease of 25 percent; misrepresentation, which increased 168 per cent
: and combination in restraint of trade, on which therewasasmall increase. The more
important items showing a decrease were : Disparagement of competitor’s goods or
business, interference with competitor’s source of supply or business, price fixing,
resal e-price maintenance, price discrimination, and tying and exclusive contracts.

COMPLAINTS, INCLUDING ORDERS TO CEASE AND DESIST

The complaint is the third stage in the development of an unfair competition or
Clayton Act case. It is only after the most careful scrutiny of a record that the
commission issues a complaint. The commission must have, in the language of the
statute, areason to believethat thelaw hasbeen violated before complaint issues. The
complaint is the specified statutory means provided to bring a party charged with
violation of law properly before the commission. Unlike the preliminary inquiriesand
the application for complaint, the complaint is a public record, and with the issuance
of acomplaint the formal docket is set up, which is open for public inspection. The
record prior to complaint is confidential.

A complaint isissued in the name of the commissioninthe publicinterest. 1t names
a respondent and charges a violation of law, with a statement of the charges. It
contains notice of a hearing. Thirty days are allowed the respondent within which to



make
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answer. Theparty first complaining to the commission isnot aparty to the complaint
when issued by the commission. Nor does the complaint seek to adjust matters
between parties. It isto prevent unfair methodsof competition for the protection of the
public.

Upon the issuance of a complaint, the case is referred to the chief counsel, who is
charged with the trial and the submission of the matter to the commission thereafter.
After answer isfiled and upon due noticeto all partiesrespondent the caseis set down
for the taking of testimony before atrial examiner. After the taking of testimony and
the submission of evidence on behalf of the commission in support of its complaint,
and on behalf of therespondent, thetrial examiner preparesareport of thefactsfor the
information of the commission, counsel for the commission, and counsel for the
respondent. Exceptionsto the trial examiner’s report may be made by either counsel
for the commission or counsel for the respondent. The next step isthefiling of briefs,
and thereafter the case comeson for final argument before the full com-mission upon
the complaint, the answer, the testimony and exhibits, the examiner's reports,
exceptionsthereto, and briefsby opposing counsel. The caseis heard and taken under
advisement, and there after the commission reaches a decision either sustaining the
charges in the complaint or dismissing the complaint. If the complaint be dismissed,
an order is issued requiring the respondent to cease and desist from the practices
proven under the complaint. If the complaint be dismissed, an order of dismissal is
issued. The above procedureisthe onefollowed in contested cases. In other casesan
admission of the matters alleged in the complaint may be made by respondent and a
stipulation in lieu of testimony entered into between the commission and the
respondent, upon which the commission makes its findings of facts, which are the
basisof an order to ceaseand desist. Thestipulation, of course, obviatesthe necessary
for the taking of testimony and the briefing and argument of the case, unless the
respondent desires to be heard upon the law aone.

Complaints to the number of 154 were issued by the commission during the year.
In addition to these there were 232 complaints on hand and undisposed of at the
beginning of theyear. Tothusmust be added 6 rescissions of previous action, making
atotal of 392 separate complaints requiring the attention of the commission in the
fiscal year. During the same period the commission disposed of 128 complaints, 92
by theissuance of ordersto cease and desist and 36 by dismissal, leaving atotal of 264
complaints on hand with which to start the fiscal year beginning July 1,1924. During
the year the dismissal of one complaint and five orders to cease and desist were
rescinded.
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DISMISSAL OF COMPLAINTS
Up to June 30, 1924, the commission had dismissed 298 forma complaints. While

the reason for the dismissal of a specific complaint is seldom given in the order of
dismissal, areview of dismissed cases may be giveninasummarized form, asfollows:

Controlling court decisions 71
Dismissed without prejudice 42
Respondent out of business 29
Discontinuance of practice 19
Practice as used by respondent not unfair 38
Insufficient public interest 11

Lack of interstate commerce 23
Disposed of by civil litigation 7
Faulty pleadings 2
Lack of proof 42
Miscellaneous 14

Seventy-one cases are listed as being dismissed because of controlling decisions.
Of this number, 39 were cases held in abeyance until the decision of the Supreme
Court in the Beech-Nut Packing Co. case. There was reason to believe that the
respondents in these cases were guilty, but the respondents contended that, as the
decision of the Supreme Court constituted in reality new law onthe given subject, they
should be an opportunity to conform their practices in accordance with that court’s
decision. Complyingwiththisrequest, these caseswere dismissed after the Beech-Nut
case, with notice that the commission would cause new investigationsto be instituted
to ascertain whether the respondents conducted their businessin line with the Beech-
Nut decision.

Those complaints dismissed without prejudice were casesin which it was generally
found that because of the age of the case or thefact that the practi ce was not employed
extensively or had been discontinued , it wasthought best to dismisswithout prejudice
with the right to renew the action in the event the respondent continued the acts
complained of. Twenty-nine cases were dismissed because when order issued the
respondents either could not be found or had gone out of business. In this class of
cases evidence was usually available to sustain the charges of the complaint. In 19
casesthe complai ntswere dismissed becausethe practi ce condemned had been di scon-
tinued and in 11 cases because of insufficient public interest. These were the less
important cases and were dismissed because of the age of the cases and the lack of
funds with which to reinvestigate the more or less minor matters involved for the
purpose of ascertaining conditions prevailing at the time of dismissal, and it was
decided that to proceed further would not bein the publicinterest. Twenty-three cases
have been dismissed for lack of interstate com-
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merce, because it could not be proved that the acts complained of were done in
interstate commerce, thus leaving the commission without jurisdiction. Those
disposed of because of civil litigation are cases in which the respondent had already
been proceeded against In the courts prior to the commission reaching these cases, but
not prior to the institution of the commission’s case. In these seven cases the
respondents were successfully proceeded against in the courts.

The foregoing indicates that only a small percentage of complaints has been
dismissed because the respondents were no found guilty of the practices as charged.
In some of those cases noted as being dismissed for lack of proof the commission was
unable to proceed with trial within a reasonable time after the original investigation.
Later, when these cases were taken up for tria, it was found that the facts disclosed
by the original investigation could not be substantiated, oftentimes by reason of the
disappearance of witness. The number listed as being dismissed for lack of proof are
those in which public announcement was made of the fact.

The following table gives arecord of the work on complaints, including orders to
cease and desist, during the entire history of the commission, form 1915 until 1924,
inclusive:

Complaint 1915 1916 1917 1918 1919 1920 1921 1922 1923. 1924 Tota
Pending at beginning of year 0 5 10 85 133 287 312 257 232 1,321
Complaints issued 5 9 154 135 308 177 |11 144 154 1,197
Total for disposition 5 14 164 220 441 464 423 401386 2.518
Complaints dismissed 0 | 7 13 44 37 75 87 36 30
Dismissals rescinded 0 0 0 0 0 | 0 0 1 2
Net dismissals 0 1 7 13 44 36 75 87 35 298
Ordersto cease and desist 0 3 72 74 110 116 91 82 92 640
Orders to cease and desist

rescinded 0 0 0 0 0 0 O 0 5 5
Net orders to cease and desist 0 3 72 74 110 116 91 82 87 635
Total disposed of 0 4 79 87 154 152 166 169122 933
Pendingat end of year 5 10 85 133 287 312 257 232 264 1535

For the 10-year period this table shows an increase in complaintsissued form, 5in
1915 to 154 in 1924. It shows an increase in orders to cease and desist in the same
period from 0in 191510 92 in 1924.

A completelist of complaints disposed of during the year isfound on page 149 and
alist of pending cases on page 195.

A largemajority of he 154 complaintsissued duringtheyear charged unfair methods
of competition, asthischargewas madein 150 complaints. Violationsof The Clayton
Act were charged as follows: In 6 complaints price discrimination was the charge, in
violation of section 2; in 2 complaintstying contractswere charged contrary to section
3; 1 complaint charged acquisition of stock of a competing concern, in violation of
section 7; and 1 complaint alleged interlocking directorates, contrary to section 8 of
the Clayton

14948--24--3
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Act. In certain of these cases the respondents were also charged with unfair methods
of competition in violation of section 5 of the Federal Trade Commission act. The
complaints charging violation of section 2 of the Clayton Act-price discrimination
were against the Joseph P. Manning Co., International Ice Cream Co. (Inc.), Quaker
OatsCo., Ralston Co., M C. PetersMillsCo., and LarroweMilling Co. The complaint
against thelast-named company wasdismissed shortly after the close of thefiscal year.
Thecharge of violation of section 3 of the Clayton Act-tying con-, tract-was contained
in complaintsagainst NucoaButter Co. etal., M C. PetersMillsCo., and Philip Carey
Manufacturing Co. et al. Under section 7 of the Clayton Act, complaint was issued
against the Holly Sugar Corporation. The complaints which charged interlocking
directorates, contrary to section 8 of the Clayton Act, were against Holly Sugar
Corporation et a).

Without attempting to enumerate al the various forms of unfair methods of
competition set out in all the complaints issued during the year, it may be of interest
to note that there were allegations in these complaints as follows : Price fixing,
combination to effect monopoly, restriction of competition, false and misleading

advertising, misrepresentation, misbranding, passing off of goods and names,
conspiracies, espionage, bribery, lottery, boycott, cutting off competitors supplies,
simulation of trade-marks, enticing of competitors' employees, fraud in export trade,
intimidation, resale price maintenance, etc.

TYPICAL COMPLAINTS

Typical complaintsissued during the year and still pending are described below :

Attention is especially invited to the fact that these complaints are pending, and
consequently thecommission hasreached no deter mination asto whether or not the
law has been violated. The allegations of the complaints set forth the commission’s
reason to believethat thelaw hasbeen violated. As provided by law, the respondents
have opportunity to make answer and introduce evidence in denial of the
allegations. In most of the cases the respondents have already filed their answers
denying the allegations of the complaints. The caseswill only be determined after
evidence has been taken and argument made to the commission.

Monopoly--Radio.--Monopoly in radio apparatus and communication is charged in
the complaint directed against the Radio Corporation of America, General Electric
Co., American Telephone & Telegraph Co., Western Electric Co. (Inc.)
Westinghouse Electric
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& Manufacturing Co., International Radio Telegraph Co., United Fruit Co., and
Wireless Speciaty Apparatus Co. The complaint charges : “The respondents have
combined and conspired for the purpose and with the effect of restraining competition
and creating amonopoly inthemanufacture, purchase, and saleininterstate commerce
of radio devices and apparatus and other electrical devices and apparatus and in
domestic and transoceanic radio communication and broadcasting.”

Conspiracy--Farmmachinery.--A conspiracy between associationsof retail dealers
in farm equipment and manufacturers of farm equipment is charged in a complaint
directed to the Eastern Federation Farm Machinery Dealers, its officers members, and
others, a total of over 500 respondents, including the International Harvester Co.,
Emerson-Brantingham Co., Moline Plow Co. (Inc.) , and Oliver Chilled Plow Works.
Unfair methods of competition are charged in that the respondents entered into an
unlawful agreement, understanding, and conspiracy to fix and maintain prices at.
whichagricultural implementsand farm machinery should besoldin certainterritories.
Refusal to sell, purchase from, or otherwise deal with other than members of the
federation is also alleged.

Price fixing--Tobacco.--The American Tobacco Co. and the P. Lorillard Co. are
named as respondents in separate complaints issued by the commission during the
fiscal year. In each complaint there is also named the New England Tobacco
Conference, itsofficersand members. In these complaintsthe commission chargesthe
respondents with entering into an agreement, combination, and understanding to fix
uniform discounts or prices at which the products of the American Tobacco Co. and
the P. Lorillard Co. shall be sold. It isfurther alleged that the two tobacco companies
agreed with each and every one of the groups composing the New England Tobacco
Conference to discontinue and refuse to sell its products to certain members of such
groupsand to competitorsof membersof theconference. Thecomplaintsstatethat the
alleged acts and things done by respondents are all to the prejudice of the public and
of respondents’ competitors and constitute unfair methods of competition.

Price maintenance--Groceries.--TheNorth DakotaWholesale Grocers' Association
and its officers and members are named in a complaint issued by the commission
charging unfair methods of competition in the fixing of uniform pricesin cooperation
with each other. The complaint recites various methods which it is alleged were used
by the association and its members to carry out its scheme of uniform standard price
fixing anditsplan of confining thedistribution of groceriesand allied productsto what
the association
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regards as regular and legitimate channels of trade ; that is, from manufacturer to
wholesaler and from wholesaler to retailer.

Pricefixing--Coal .--Inthecomplaint of unfair competitiondirected totheCalifornia
Retail Fuel Dealers Association et al., the charge is made that competition in the
distribution and sale of coal in the State of California has been unduly obstructed and
hindered and consumers of that State have been deprived of the advantagesin price
and otherwise which they would have obtained from the natural flow of commercein
coal under the conditions of free competition. The complaint charges that uniform
priceswerefixed by these respondentsin cooperation with oneanother ; that the distri-
bution through channels other than those determined upon by the association was
prevented; that cooperative purchasing associations were prevented from obtaining
coal at wholesale under any conditions, and hence the sale or distribution in interstate
commerce was obstructed. It is charged that boycott, threats of boycott, and other
methods of intimidation and coercion were used to compel vendors to refuse and
refrain from supplying purchasers and dealers with coal.

Misbranding--Soap.--J. S. Kirk & Co., of Chicago, are charged with misbranding
certain of their soap products. The company is a manufacturer of soap and allied
products, and uses the following brand names on seven separate kinds of soap offered
by it for sale to the public--"Kirk.’s Cocoa Hard Water Castile,” Bengal Castile,” “
Kirk’s Cocoa Strip Castile,” “Peerless Cocoa Castile,” “Cocoa Castile,” Crown
Cadtile,” and “Floating Castile.” The soaps so branded, the complaint alleges, do not
contain any olive oil, asis the case with genuine castile soap, but are made, up with
substitute oilsand fats at a substantially lower cost.

Misbranding--Slver plate.--Sheffield plate figures in complaints issued against
severa silver plating concerns. The complaint against the Cosmopolitan Silver Co.
is typical. This company, according to the complaint, manufactures quantities of
silver-plated ware upon which it causes to be stamped or impressed the words
“Sheffield,” “Sheffield Plate,” and other similar designations containing the word
“Sheffield.” Silver-plated ware so marked by the respondent, the complaint states, is
not manufactured in Sheffield, England, and is not of a quality superior to silver-
plated ware not so stamped or marked. The practice, it is asserted, is confusing and
misleading and creates an undue preference for the firm’ s product to the detriment of
competitors who refrain from marking or stamping their products with such terms or
similar designations.

False advertising--Furniture.--To use dogans--for instance , “ Direct from factory
to you “--is questioned as an unfair method
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of competition in complaint issued against the Factory-to-Y ou Furniture Store and a
number of other furniture dealers who do not manufacture but purchase the furniture
inwhich they deal from manufacturersand resell to the consuming public. Thisgroup
of cases also contains allegations of misbranding woods used in manufacturing the
furniture sold.

Sifling competition--Sationery.--That the National Association of Stationers &
Manufacturers of the United States had engaged in discouraging, stifling, and
suppressing competition in interstate commerce in the wholesale and retail trade in
stationery goods, is charged in a complaint issued by the commission April 8, 1924.
Other alegations are that the association has unfairly hampered and obstructed
competitors engaged in the stationery business; that it has enhanced prices; that price
competition on staple items has been largely eliminated, and that prices to the
consumer on such staple items have been greatly and unreasonably advanced.

Among the more important of the 232 complaints carried over from the previous
year and in course of trial during the present year may be listed the following :

The photo-engravers case--The Photo-Engravers Club of Chicago.--Complaint
against wasissued March 13, 1918. On November 8, 1922, the commission issued a
complaint against the American Photo-Engravers’ Association and others, and these
two complaints are being heard jointly by the commission. The complaints charge
unfair methods of competition in that the respondents conspired and agreed to adopt
and maintain ascale of uniformpricesfor the sale of all photo-engraving products, the
respondent unions and their local organizationsthreatening to call strikesor withdraw
union employees from photo-engraving establishments that would not maintain the
uniform scale. Further hearings of the commission for the purpose of receiving
testimony in these cases are set for the fall of 1924.

Austin, Nichols & Co. (Inc.)--Groceries.--A case still in course of tria is that
growing out of acomplaint issued against Austin, Nichols & Co. (Inc.), charging the
corporation with entering into an agreement with Wilson & Co. (Inc.) for the
acquisition of the Wilson & Co., Whiteland, Ind., canning plant and control of the
Fame Canning Co. and Wilson Fisheries Co., in anticipation of a consent decree
resulting from the prosecution of a suit in equity brought by the Attorney General of
the United Statesby which decree Wilson & Co. (Inc.) were perpetually enjoined from
engaging in business unrelated to the meat-packing industry. The respondent is
charged with substantially lessening competition be-
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tween the corporations here mentioned tending to createamonopoly inthegrocery and
food-product business.

Motion picture.--Stretching now into its second year is the case involving a large
portion of the motion-picture industry. The commission’s case has been brought
against the Famous Players Lasky Corporation, Realart Pictures, the Stanley Co. of
America, Stanley Booking Corporation, Black New England Theaters (Inc.), Southern
Enterprises (Inc.), Saenger Amusement Co., Adolphe Zukor, Jesse L Lasky, Jules
Mastbaum, Alfred 5. Black, Stephen A. Lynch, and Ernest v. Richards, jr. The
complaint charges that the respondents have conspired together to secure control of
and monopolize the motion-picture industry. The means employed, the commission
charges, have been (a) acquisition of all the corporate stock of Bosworth (Inc.), Jesse
L. Lasky Feature Play Co. (Inc.), Famous Players Film Co., and Paramount Pictures
Corporation ; (b) affiliation with certain independent producers ; (c) the creation and
exploitation of the Real art Pictures Corporation, which the respondentsheld out to the
general public as wholly independent and not affiliated with or controlled by the
respondents ; (d) acquiring the control of numerous theater corporation s operating
motion-picture theaters throughout the United States ; (e€) building or acquiring or
attempting to acquire by means of coercion or intimidation numerous theatersfor the
exhibition of respondents’ motion pictures exclusively ; (f) coercing independent
exhibitorsto book respondents’ films. Hearingsin thiscasefor receiving testimony are
set down as late as November, 1924.

Cream of Wheat.--Awaiting briefs is the case against the Cream of Wheat Co. the
complaint in which the commission issued toward the close of the fiscal year ending
June 30, 1922. A great deal of testimony has been taken and the commission’s brief,
entailing the digest of thetestimony, will befiled early inthefiscal year 1924-25. The
complaint recites that the Cream of Wheat Co. has maintained prices and enforced a
schedule of uniform pricesfor the resale Of its cereal food product known as* Cream
of Wheat.”

Bethlehem-Lackawanna steel merger.--TheBethlehem Steel Corporation on or about
October 25, 1922, acquired the properties, assets , and businesses of the Lackawanna
Steel Co. and its subsidiaries and is acquiring or has acquired the properties,
businesses, and assets of therespondents Midvale Steel & Ordnance Co. and Cambria
Steel Co., isthe gist of acomplaint issued by the commission against the Bethlehem
Steel Corporation and others. Unfair methods of competition are charged in that the
respondents by uniting under common ownership and management, and thereby
effecting control of the sale and shipment of a substantially large portion of the iron
and steel products originating in their respective territories, tend to
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substantially lessen potential and actual competition. This caseis still in course of
trial.

Pittsburgh Coal Co. of Wisconsin--In its case against the Pittsburgh Coal Co. of
Wisconsin and others the commission hasreceived al the testimony on behalf of the
commission and the respondents, the trial examiner has made his report to the
commission, and the commission now awaits the briefs of the case before setting it
down for final argument. Unfair methods of competition are charged in that the
respondent companies, thelargest distributors of anthracite and bituminouscoal inthe
northwest territory, which comprises the States of Minnesota, Wisconsin, North
Dakota, South Dakota, and partsof lowaand Nebraska, entered into an agreement and
conspiracy among themselves through the respondent association and with others to
restrict, restrain, and suppress competition in the sale of coa by (a) abolishing
commissions to jobbers; (b) refraining from soliciting certain municipal business,
recognizing such business as the prospect of the local retail dealer ; (c) restricting
certain contracts with retail dealers to cover public utility business ; (d) adopting
uniform grading and cost-accounting methodsfor the standardization of coal sizesand
costs ; (e) refusing to sell to certain dealers not equipped with sheds and scales ; (f)
agreeing to uniform methods of accounting with retail dealers; (g) adopting uniform
contracts with retail dealers and large consumers, prohibiting the diversion of coal
except as authorized by the contract ; (h) circulating lists of retailers to whom the
respondents refuse to sell; (i) providing for the standardization and maintenance of
uniform selling prices; (j) discriminating in price between the city of Duluth and the
cities of St. Paul and Minneapolis; (k) selling at less than cost ; (1) discriminating in
price between wagon dealers and retail dealers equipped with yards and sheds; (m)
arbitrarily reducing the price of coal to compel competitors to join the respondent
association.

A large amount of testimony has been taken in this case and the evidence closed.
In ashort time the case will be presented to the commission for final determination.

Corn Products Refining Co.--Table sirup.--Table sirups, such as Karo and other
brandsin common use, areinvolved in a case pending before the commission. Sirups
are made by blending glucose with other products. The glucose, together with starch,
corn, sugar, corn oil, gluten feeds, and derivatives and combinationsthereof, are made
from maize and Indian corn and are collectively called corn products.

These and other related facts were developed in apreliminary inquiry conducted by
the commission upon the subject of guaranty against decline in price in the corn-
products industry. Thisinquiry
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caused the commission to issue acomplaint against the respondent charging that price
guaranties on table sirups, as effected by the Corn Products Refining Co., New Y ork
City, constitute unfair methods of competition. The Corn Products Refining Co.
manufactures and sells both glucose and table sirups.

ORDERS TO CEASE AND DESIST

Thefinal expression of the commission in acaseisan order upon the respondent to
cease and desist aparticular practice or practices charged in the complaint. As shown
by the table on page 27, the commission during the year here reported upon issued 92
separate orders to cease and desist. All of the 92 orders covered violations of section
5 of the Federal Trade Commission act relating to unfair methods of competition. In
two of these violations of section 2 of the Clayton Act--price discriminations-were
enjoined, and in one order violation of section 3 of the Clayton Act--tying contracts--
was enjoined. As in past years, the respondents upon whom the orders were issued
have in a great mgjority of cases accepted the orders and filed reports with the
commission signifying their compliance with the terms of the orders.

Orders to cease and desist were issued during the year as follows:

Ordersto cease and desist during fiscal year 1924

Respondent Location Product
Aaban Radium Co Chicago, Il Medicines.
Ajax Rope Co. (Inc.) New York, N. Y. Rope.
Allied Golf Co Chicago, Ill Golf balls.
Amalgamated Roofing Co do Roofing material
American Turpentine Co Cleveland, Ohio Paints, varnishes
Armstrong Paint & Varnish works et al Chicago, Il Do.
Atlantic Comb Works New York, N.Y. Toilet articles.
Baer Bros do Varnishes.
Barrett Co do Roofing material.
Barron, George F. et a Fort Worth, Tex Securities
Beckman-Dawson Co Chicago, Il Roofing material.
Blum, Samuel New York, N.Y. Men's clothing.
Broadway Knitting Co Salt City, Utah.. Knitted and

woolen goods.

Brown-Phelps Hosiery Co Philadelphia, Pa Hosiery.
Butterick Co. et a New York, N.Y. Dress patterns.
Carey Manufacturing Co., Philip Cincinnati, Ohio Roofing material.
Casoff, L. F. Brooklyn, N.Y. Varnishes.
Chamber of Commerce of Minneapolis et al Minneapolis Minn. Grain.

Chatfield Manufacturing Co Cincinnati, Ohio Roofing material.
Cincinnati Wholesale Tobacco Association et al do Tobacco products.
Crofts & Reed Co. et a Chicago, Il Soaps.

Déellinger C.N. et a Red Lion, Pa Cigars.

Dings & Schuster Long Island City N Y Varnishes.

Dixie Tailors Washington, D. Men's clothing.
Don-O-Lac Co. (Inc.) Rochester N.Y. Varnishes.
Dunn,F.B.,eta Los Angeles, Calif Securities.

Durable Pure Silk Fashioned Hosiery (Inc.) Newark, N.J. Hosery.

Durable Roofing Manufacturing Co Portland, Oreg Roofing material.



Eastman Kodak Co. et a

Errera, Morris

Froblich Glass Co. at a
GenevaWatch Co
Greenbarg, Joseph, et a
Greenhalgh Mills et a

Rochester, N.Y.

Washington D.C.

Detroit, Mich

New York, N.Y.
Philadelphia, Pa
Pawtucket, R. I.

Films (moving
picture).
Beverages.
Paints.
Watches.
Overalls, trousers
Cotton goods.
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Ordersto cease and desist during fiscal year 1924--Continued

Respondent

Heuser, Dr. Herman

Hochman & Levine

Hyagienic Laboratories

International Rooting Manufacturing Co

Johns-Manville Co., H. W

Jenkins Knitting Co

Kaplan, M

Keystone Roofing Manufacturing Co

King-Ferree Co. (Inc.)

Kissal & Kokalis

Lederer & Bros. (Inc.), Henry

Lexington Manufacturing Co. et a

L oose-Wiles Biscuit Co

Mallender, H

McHenry-Milihouse Manufacturing Co

Meriden Creamery Co

Morrison Fountain Pen Co

Mountain Grove Creamery, Ice & Electric Co

Murray Knitting Co

National Biscuit Co

Occidental Oil Corporation et al

Oertel Roofing Manufacturing Co

Pacific States Paper Trade Association et al

Paraffine Cos. (Inc.)

Peruvian Rubber Cement Co

Philadelphia Blanket Co. (Inc.)

Phillips Genuine Sausage Co

Pioneer Paper Co

Pritchard & Constance (Inc.)

Process Engraving Co

Prosperity Co. (Inc.)

Q. R. S. Music Co

Raff & Sons, B

Read & Co., C

Rochester Cloth

St. Louis Clothing Co et &

Salt Lake Cooperative Woolen Mills

Schmidt, William

Sealpax Co

SiFo Products Co

Siper-Simmons & Co. (Inc.)

Standard Education Society

Stowell Manufacturing Co

Technical Color & Chemical Works

Texas-Atlantic Oil Co., et a

Turner & Porter (Inc.)

United States Products Co

United-Typothetae of America

Utah-Idaho Sugar Co. et a

Vivadou (Inc.), V

Wasatch Woolen Mills

Watson Co., H. F

Weaver, Sylvester L

Western Elaterite Roofing Co

Western Woolen Mills Co

Wholesale Tobacco & Cigar Dealers Association of
Philadelphiaet al.

Wichita Creamery Co

Wisconsin Wholesale Grocers Association et al

Location Product

Chicago, 111 Beverages

New York, N. Y Shirts.

Chicago, 111 Hair dye.
do Roofing material.

New York, N. Y Do.

Provo, Utah Knitted and woolen goods.

Washington, D. C Hosiery.
York, Pa Roofing materia.

Greensboro, N. C Cigars.

Washington, D. C Beverages.

Providence, R | Pens, pen points.
Lexington, S. C Bed ticking.

Kansas City, Mo Bakery products.

Cincinnati, Ohio Paints, clothing.
South Bend, Ind. Roofing material.

Kansas City, Mo Buitter.

New York, N.Y. Fountain pens.
Mountain Grove, Mo Buiter.
Salt Lake City, Utah Knitted and woolen goods.

NewYork, N.Y. Bakery products.
Washington, D. C Securities.

East St. Louis, I11 Roofing material.
San Francisco, Calif Paper.

do Roofing material.

New York, N'Y Millinery glue.
Philadel phia Pa Blankets.

Washington, D C Sausage.

Los Angeles Calif Roofing material.

New York, N Y Toilet preparations.

Chicago, Il Stationery.

Syracuse, N.Y. Garment pressing machines.

Chicago, Il Player rollsmusic

New York N'Y Toilet articles.

Baltimore Md Coffee, tea

New York, N.Y. Men's clothing
St LouisMo Groceries.
Salt Lake City, Utah Knitted and woolen, goods.

New York, N. Y Stationery.

Baltimore, Md Underwear

St Paul, Minn Roofing material.

New York, N. Y Textile finishing materials.
Chicago, Il Books.

Jersey City, N. J. Roofing materials.
New York, N. Y Paints, varnishes
Fort Worth, Tex Securities.

Buffalo, N. Y. Stationery.

Pittsburgh Pa Bearing compound
Chicago, Il Printing, publishing.
Salt Lake City, Utah Sugar.

New York, N. Y Toilet preparations.

Salt Lake City, Utah Knit and woolen goods.

Erie, Pa Roofing material.

Los Angeles, Calif Do.

Denver, Colo Do.

Salt Lake City, Utah Knit and woolen goods
Philadel phia, Pa Tobacco products.

Wichita, Kans Butter.

Milwaukee, Wis Groceries.

Appeal liesto the United States Circuit Courts of Appeal, either by the commission
toenforceitsorder or by the respondent to set the order aside. Theforegoing table sets



out that since its organization the commission has issued 635 orders to ceases and
desist and that appeals have been taken in 55 cases.
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TYPICAL ORDERS

A number of typical cases have been selected to indicate the nature of the orders
to cease and desist issued during the year or immediately following the close of the
year. These cases are described below:

United States Steel Cor poration--Pittsburgh Plus case.--This case was initiated
in April, 1921, and the order to cease and desist was issued July 21, 1924. The cost
in money was $88,945.33. Twenty-eight employees were engaged from time to time
on the case.

During the war in 1917 the War Industries Board announced alist of pricesto be
paid for steel as agreed upon by that board and representatives of the steel industry.
Theretofore the prices of steel by the mills of the Chicago and other districts
outside of Pittsburgh had been quoted f. 0. b Pittsburgh, although such steel was not
manufactured at Pittsburgh. The result was that when a steel user in Chicago, for
instance, purchased steel from a Chicago mill he paid apricef. o. b Pittsburgh plus
an amount equivalent to what the freight charge would have been on such steel if
the same had been shipped from Pittsburgh to Chicago. Hence the name *
Pittsburgh plus.” In other words, the Chicago steel user had to pay a higher price
for his steel than a Pittsburgh competitor paid by the amount of the freight rate
between the two points. The same was true asto every other point outside of
Pittsburgh except asto certain products of the southern steel mills. When the War
Industries Board announced in 1917 alist of prices as above mentioned it quoted
then asto certain steel productsf. 0. b. Chicago aswell asf. o. b. Pittsburgh, but the
board nine months later, through the solicitation of certain steel manufacturers,
eliminated thef. 0. b. Chicago prices and reinstated the f. 0. b. Pittsburgh prices as
to those products. The steel users of Chicago and other districts outside of
Pittsburgh were therefore again subjected to great discriminations which operated
against them and in favor of the Pittsburgh steel users.

Thereafter freight rates were increased and the discriminations against the
western steel usersincreased accordingly. Every time the freight rates increased
the discriminations against the western and southern steel users and in favor of their
Pittsburgh district competitorsincreased by the same amounts. In July of 1919 the
freight rate on steel between Pittsburgh and Chicago had reached $5.40 per ton,
which was, therefore, the amount by which the Chicago price on steel exceeded the
Pittsburgh price. An organization known as the Western Association of Rolled
Steel Consumers, composed of steel users who utilized steel in the manufacture of
their products, protested to the Steel Corporation. Thisresulted in a conference
between the representatives of the association, repre-
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sentatives of the United States Steel Corporation and its subsidiaries, and the
commission to discuss the question asto whether or not the commission should
assume jurisdiction over the controversy. The commission suggested that the
Western Association file a formal application for complaint against the
Pittsburgh pluspractice. Theapplication wasaccordingly filed and ahearing had
thereon, beginning December 2 and ending December 6, 1919. A large number
of steel manufacturers, steel users, and public and civic organizations were
represented at the hearing. The commission, after duly considering the matter,
voted against the issuance of such complaint. Thereafter, during the summer of
1920, the commission received anumber of petitions asking for arehearing in
the matter, the sasme Western A ssociation of Rolled Steel Consumerswhich had
filed the original application being one of the petitioners.

On September 18, 1920, the commission granted the petitions, and thereafter, on
November 15, 1920. hearings lasting four days were again had on the original
application of the Western Association of Rolled Steel Consumers. The commission,
after having again taken the matter under advisement, decided to issue its complaint
against the United States Steel Corporation and its subsidiaries, and accordingly on
April 26, 1921. such complaint was issued. Between January 30, 1922, and March 7,
1924, hearings were in progress amost continuously before an examiner of the
commission, and evidence was introduced by the attorneys for the commission and
respondents, respectively, at Pittsburgh, Detroit, Chicago, Milwaukee, Minneapolis,
Duluth, Birmingham, Chattanooga, Washington, and New Y ork. A large number of
witnesses were drawn from a great many outside points to testify at; such hearings.
Over 18,000 pages of testimony were taken, and over 7,500 exhibitswerefiled in the
case. The examiner’s findings in general supported the allegations of the com-
mission’s complaint and the contentions of the attorneys for the commission. Briefs
werefiled by the attorneysfor the commission and the respondents, respectively, and
by an attorney retained by the States of Illinois. lowa. Minnesota, and Wisconsin,
acting on behalf of themselves and 26 other States of the Union which had formed an
organization known as “ The Associated States Opposing Pittsburgh Plus.”

A brief was also filed by the joint committee of the civic organizations of Duluth,
Minn. On June 16 and 17 ora arguments by attorneys for the commission and
respondents, respectively, and by theattorney representing the States above mentioned
were made before the commission. Thereafter and on July 21, 1924, the commission
ordered the United States Steel Corporation and certain of its subsidiariesto cease and
desist fromthereafter, first, quoting or selling certain steel products at Pittsburgh plus
prices as above defined ;
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second, quoting or selling such steel products upon any other basing point than that
wherethe products are manufactured or from which they are shipped; third, selling or
contracting to sell or invoicing such products without clearly indicating in such sales
or upon such contracts or invoices how much is charged for such steel productsf. o.
b the producing mill or shipping point and how much is charged for actual freight, if
any, from the producing or shipping point to destination; and, fourth, from
discriminating in the price of their products between different purchasers thereof in
violation of law. The order further recited that the use by the respondents of the
Pittsburgh plus system was considered by the commission as a violation of its order.
On September 16, 1924, the United States Steel Corporation and its said
subsidiaries filed with the commission a report stating among other things that they
would conform to the commission's order as far as practicable and that they had,
throughout their various organizations, abandoned the Pittsburgh plus system as
defined in the commission's order and would not thereafter make use of the same.
The effects of them discriminatory prices under the Pittsburgh plus systemwere
shown to have restricted very materially the territory in which certain western and
southern steel users could compete with their Pittsburgh district competitors and to
have permitted the Pittsburgh district steel usersto compete to equal advantagein all
parts of the United States as in Pittsburgh. It gave such subsidiaries of the Steel
Corporation as the American Bridge Co., with its plants at Chicago and elsewhere, a
great advantage over its competitors which had to pay Pittsburgh plus. At Chicago,
for instance, the American Bridge Co. could bid on ajob at cost in competition with
an independent competitor, and still the Steel Corporationwould get aprofit over three
times asgreat asthe ordinary profit in alarge structural steel job. Thiswas dueto the
fact that the steel furnished the American Bridge Co. came fromthelllinois Steel Co.,
another subsidiary of the Steel Corporation at Chicago. Assuming the American
Bridge Co. paid Pittsburgh phis prices for its steel fromits sister subsidiary, it could
till bid on a job in competition with an independent structural steel company in
Chicago at the latter's cost. and the Steel Corporation through the Illinois Steel Co.
would not only get the normal profit on the steel, but would also get the Pittsburgh
plus profit on the steel, amounting to $7.60 per ton. This advantage to the American
Bridge Co. wasreflected in the proportions to which the Chicago plants alone of that
company had attained. They aggregated in capacity 20 times that of their nearest
independent competitor and nearly 30 times that of their next nearest independent
competitors.
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The evidence in the case, supported by the testimony of three eminent
economists, showed that if the steel mills sold their steel under the free operation of
supply and demand, prices would be madef. o. b the different mills, and such prices
to all the customersfrom any one mill would be the samef. o. b that mill. Thiswasnot
the situation under the Pittsburgh plus system, where the delivered prices to the
different customersof each mill varied according to theamount of thefreight ratefrom
Pittsburgh to such customers instead of according to the actual freight rate from the
producing mill to such customers.

A compliance with the order of the commission should tend to decentralize the
steel industry and to avoid the great amount of crossfreightsin shipping steel fromone
steel center into the territory of another, which has proved so costly to the public. it
should Also produce other effects beneficial to the public interest among which may
be mentioned : First, the sale of steel at low-cost-producing centers at prices
commensuratewiththecost of production. Thereverseof thiswasthe condition under
the Pittsburgh plus system. Second, the placing of the competitors of the American
Bridge Co. and other like subsidiaries of the Steel Corporation who must buy their
steel from others, more nearly on an equal basis with such subsidiaries. Third, the
saving to western and southern steel users of the extra prices charged for steel under
the Pittsburgh plus system. Fourth, the saving to the consuming public of much more
than Pittsburgh plus, such as notably in the case of the farmers; in such case the
Pittsburgh pluspaid by the agricultural implement makerswasreflectedintheultimate
selling price of such implements to the farms by an increase of more than double the
amount of Pittsburgh plus. Fifth, the material cutting down of the overhead expense
of the western and southern steel userswhich had been occasioned by the extra prices
paid by them for steel under the Pittsburgh plus system. Sixth, the use of waterways
in shipping steel in order that eastern steel producers may enlarge their markets by
cheaper transportation. Under the Pittsburgh plus system the Pittsburgh district steel
producers were not interested in cutting down transportation charges from Pittsburgh
which would have enabled them to effect a saving to the public. Seventh, the
enlargement of theterritory inwhich thewestern and southern steel userscan compete
with their Pittsburgh district competitors, aterritory which had been un naturally and
materially restricted under the Pittsburgh plus system. Eighth, the natural growth of



steel-producing centers at points of low-cost production and increasing demand.
Under the Pittsburgh plus system the growth of the Pittsburgh district steel center had
been continuously, unnaturally, and materially encouraged, while that of the western
and southern steel centers had been like-
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wise discouraged. Ninth, a compliance with the commission’ sorder , while not
of itself a preventative of restraint in price competition, should measurably
encourage such competition. At the same time it should have the effect of
eliminating the burdensome discriminationsin steel priceswhich existed under
the Pittsburgh plus system.

Minneapolis Chamber of Commer ce.--During thefiscal year the commission issued
itsorder against the Chamber of Commerceof Minneapolis, itsofficers, directors, and
members, and the Managers' Publishing Co., John H. Adams and John F. Fleming,
requiring them to cease and desist from the use of the methods of unfair competition
charged in the complaint. An appeal was taken from the commission’s order, and the
case is now before the circuit court of appealsfor review.

The complaint charged respondents with engaging in aconfederation or conspiracy
to maintain a monopoly of the grain tirade at Minneapolis and the immediate
surrounding territory, carried out in an effort to Destroy troy the business of
competitors, the chamber and its organization being used as a medium through which
the unfair methods of competition alleged were accomplished by its members in
violation of section 5 of the Federal Trade Commission act.

Theorder issued by thecommission requiresall respondentsto cease and desist from
combining and conspiring among themselves or with othersto interferewith or injure
or destroy the business of competitors by--

Publishing false or mideading statements concerning the financial standing or business
methods of competitors, and from-

Instituting vexatious or unfounded suitsat law or in equity with the purpose of obstructing the
business or injuring the credit and reputation of competitors.

The order further requires certain respondents to cease and desist from--

Combining and conspiring among themselves or with others to induce or compel any
member of said chamber, their agents or employees, to refuse to buy from, sell to, or otherwise
deal with certain competitors because of the patronage dividend plan of doing business.

Hindering, obstructing, or preventing any telegraph company or other distributing agent from
furnishing continuous or periodical price quotations of grain to the St. Paul Grain Exchange or
its members.

Passing or enforcing any rule or regulation, custom, or usage that prevents members of
respondent chamber from conducting their business according to the cooperative method of
marketing grain or according to the patronage dividend plan.

Denyingto any duly accredited representatives of any organization or association of farmers,
grain growers, or shippersadmission to membership in said respondent chamber because of the
plan or purpose on the part of such organization or association to pay or propose to pay
patronage dividends or to operate according to the cooperative plan of marketing grain.
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Passing or enforcing any rule or regulation, usage, or custom to compel shippers of grain to
Minneapolis, Minn., from country points or from St. Paul, Minn., to pay commission or other
charges unless and until like commissions and charges are paid by shippers of grain to
Minneapolis from Omaha, Nebr., or from Kansas City, Mo., or other such favored markets.

Passing or enforcing any rule or regulation, custom, or usage that prohibits members of
respondent chamber when buying grain or track at country points from paying therefor ignore
than the market price of similar grain prevailing at that time in the exchange room of the
respondent chamber less freight commissions and other charges.

Promulgating, interpreting, or enforcing any rule, custom, regulation, or usage in such a
manner asto require any member of respondent chamber to pay to thefarmer or country shipper
or other person aprice for grain limited for 11 price equal to or identical with the Minneapolis
market price or otherwise limit the exercise of free will and individual, independent judgment
of any such member as to the price which he shall pay to farmers, country shippers, or others
for grain on track at country points.

The importance of this decision was immediately recognized, and in the United
States Senate the findings and order of the commission were ordered printed as a
Senate document.

Eastman Kodak Co., et al.--The respondents were ordered to cease and desist from
conspiring and combining, agreeing, and cooperating among themselvesto hinder and
restrain competition in the manufacture and sale of positive raw cinematography film
stock by the methods complained of, and it was ordered, for the purpose of preventing
the Maintenance and extension of the monopoly of the Eastman Kodak Co. in the
manufacture and sale of such film stock, that company should sell and convey with
al duediligence thethree laboratories (the Paragon, G. M., and San Jacq) to disinter-
ested parties. Theorder wasappeal ed and thiscaseis pending beforethe Circuit Court
of Appeals.

It was found as a fact by the commission that these three laboratories have a
combined capacity for manufacturing prints of motion picture films greater than the
combined capacity of all other laboratories engaged in a similar business east of
Chicago.

Asaresult of aproposal made to them by the Eastman Kodak Co., the respondent
members of the Allied Laboratories’ Association entered into an agreement among
themselves to useintheir laboratories“ American made raw film stock exclusively,”



and agreed to an inspection of their books and |aboratories by the Eastman K odak Co.
for the purpose of ascertaining if there had been any violation of the agreement.

The agreement of the other respondents to use “American made raw film stock
exclusively” practically meant to use the raw film stock produced by the Eastman
Kodak Co., asfrom 1915 to 1919 it manufactured and sold about 90 per cent of the
positive raw cinematograph film stock used in the United States; from 1919 to about
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March, 1920, it manufactured and sold approximately 94 per cent of all the positive
raw cinematograph film stock used in the United States and manufactured and sold
approximately 96 per cent of all the positive raw cinematograph film stock produced
inthe United States. Between about March, 1920, an d September, 1921, however due
to competition chiefly by importersof filmmadein foreign countries, the salesof such
film by the Eastman K odak Co. decreased to approximately 81 per cent of thetotal of
such film consumed in the United States, although it still sold approximately 96 per
cent of the total sales of American manufactured film.

The agreement entered into by the members of the Allied Laboratories' Association
on September 9, 1921, at the proposal of the Eastman Kodak Co. tended to stop the
purchase and importation of foreign-made film and divert the same to the Eastman
Kodak Co., and on September 14, 1921, that company wrote to the respondent
members of the association that it would not operate the three laboratories (the
Paragon, G. M., and San Jacq) commercially so long asthe members adhered to their
agreement of September 9, 1921.

The commission found that the ownership by the Eastman Kodak Co. of the above
three laboratories and the maintenance of the laboratoriesin condition for immediate
use for the manufacture of such filmsin competition with the respondent members
of the association constitute a threat, and had, and continued to have, the effect of
inducing and coercing manufacturers of positive prints of motion-picture films to
produce and use only the positivefilm stock manufactured by the Eastman Kodak Co.,
and of obstructing and eliminating competition in the manufacture and sale of such
film in interstate and foreign commerce and of maintaining a monopoly already
obtained by the Eastman Kodak Co.

United Typothetoe of America.--On September 25,1919, the commission directed a
complaint against the United Typothetoe of Americaet a., charging unfair methods
of competition by reason of the campaign known asthe* Threeyear plan, * the object
of which wasto collect assessments from manufacturers and merchants selling paper,
printing presses, type, ink, and other supplies purchased by employing printers, this
money to be applied to alleged educational purposes, but mostly to induce employing
printersto use auniform system of cost accounting and astandard pricelist calculated
to establish a uniform scale of prices throughout the printing industry.

The order to cease and desist reads as follows:

That the respondents cease and desist, directly or indirectly,-
I. From conducting its system of education in principles and methods of cost accounting in
such way as to suggest any uniform percentage to be included
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in selling price as profit or otherwise by members or others using such system of cost
accounting.

2. From requiring or receiving members and others using respondent’ s uniform
cost accounting system, identified and itemized statements of production costsfor the
purpose of calculating average, normal or standard costs of production and from
publishing them to members and the trade generally as a “Standard price list” or
“Standard guide “ or association cost or price list under any other name.

3. From compiling and publishing for use by members and othersin the same trade,
average, normal or standard production costs with instructions or suggestions for the
trand ation of such standard costsinto selling pricesunder the name of “ Standard price
list” or “ Standard guide” or any other name.

It is further ordered, That the respondents shall within 60 days after the service uponthem
of a copy of this order, file with the commission a report in writing setting forth in detail the
manner and form in which they have complied with the order to cease and desist hereinbefore
set forth.

Roofing-material cases.--Seventeen manufacturers of felt-base roofing materials
were ordered to discontinue the use of misleading designationsin connection with the
advertisement and sale of their products. The samemethodsof misrepresentationwere
found to have been practiced by all of the companies. The commission took exception
to employing or using the words in connection with the sale of roofing material not
composed of rubber, and employing or using in connection with the sale of roofing
material not composed of two or more plies, layers, or thicknessesthewords*two ply”
or “three ply” alone or in combination with other words or terms.

Pacific States Paper Trade Association.--Findings of the commission on which is
based its order to cease and desist directed to the Pacific States Paper Trade
Association and various local associations of wholesale dealers in paper and paper
products, located in the Pacific coast territory, contain eight conclusions of unfair
practices on the part of those associations. The order to cease and desist is confined
to those eight conclusions. Briefly, these methods are that the respondents sought to
control thedistribution of paper inthe Pacific coast territory and control pricestherein.
Again, it is found that the boycott, coercion, etc.. were resorted to. This case is
pending before the Circuit Court of Appeals upon petition of the association for a
review of the order.

Encyclopedia.--The “ Standard Reference Work” and loose-leaf service designated
as“ The Standard Blue Sheet Extension Service,” an output of the Standard Education
Society of Chicago, were the grounds for an order directing the society to cease and
desist from representing to customers or prospective customers that the usual prices
which it receives or has received for any book, set

14948--24----4
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of books, or any publication are greater than the prices at which they are offered
to such customers or prospective customers, when such is not the fact ;
representing that any book offered for sale by it isbound in “rich maroon levant
“ or other leather when suchisnot thefact ; offering to its prospective customers
honorary membership in the Standard Education Society; advertising a
publication designated as* Standard Reference Work” asbeing officially adopted
by 24 States or any State.

Underwear .--An attempt to maintain the resale prices of underwear is disapproved
by the commission in its order to cease and desist directed to Oppenheim, Obendorf
& Co. (Inc.), manufacturers of Sealpax underwear. The commission charged the re-
spondentswith maintaining resal e prices of itsgoodsand entered itsorder to cease and
desist from the practices complained of. The respondent appealed and the matter is
still pending.

Process engraving.--" Process engraving,” “ Engraved by our process,” or the word
“Engraving” in connection with any printed material in which engraved plates or die
have not been used is prohibited by the commission in its order to cease and desist
directed to the Process Engraving Co. of Chicago. The complaint against the Process
Engraving Co. is a key complaint in numerous such case of printing designated as
engraving. The Process Engraving Co. is engaged in the business of printing and
selling stationery for social and business purposes. The commission found that its
advertised and designated processengraving wasnot producedinthemanner generally
understood by the trade and public as engraving ; that is, from engraved plates. The
respondent’ s product is manufactured by being printed upon an ordinary press, similar
to the Gordon press, and while theink is still wet there is applied thereto a powdered
chemical substance which issubjected to heat so that theink and powder will fuse and
produce upon the surface of the paper raised letter see closely resembling, to the
nonexpert eye, the effects produced by true engraving.

COURT CASES

The pagesimmediately following set forth abrief description of each caseinthe
courts during the year. It will be noted that in all there were 29 court cases, 5 in the
Supreme Court, 22 in the circuit courts, and two in the courts of the District of
Columbia.

Supreme Court Cases

Juvenile Shoe Co.--certiorari.
Claire Furnace Co. et a.--injunction.

Tobacco cases-mandamus :



American Tobacco Co.

P. Lorillard Co.
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Grain cases--mandamus.

Baltimore Grain Co.

H. C. Jones Co. (Inc.).

Hammond Snyder Co. (Inc.)

Raymond Bros.-Clarke Co.--certiorari.

Details respecting each of the foregoing cases follow.

Juvenile Shoe Co.----Smulation of name and trade-mark.---In the complaint issued
by thecommissioninthiscaseit was charged that the Juvenile Shoe Co. had simulated
the name, trade-mark labels, tags, and stamping of the Juvenile Shoe Corporation, a
previously incorporated manufacturer of children’s shoes of superior quality and
selling for higher prices than the product of the Juvenile Shoe Co.

The commission found that this was aviolation of section 5 of its organic act, and
in due course entered its order to cease and desist. The company appealed to the
Circuit Court of Appeals for the Ninth Circus it, and that couldn’'t affirmed the
commission’sorder in every particular.

The following excerpt from its opinion is of interest :

Therecord fully justifiesthe order of the Federal Trade Commission enjoining the use of the
petitioner’ scorporate name. The petitioner went into the busi ness of manufacturing and selling
children’ sshoesand took aname so similar to asenior corporation that wasengaged in precisely
the same businessand in the samefield that confusion of the two corporationsin the public mind
was inevitable.

The Juvenile Shoe Co. applied to the Supreme Court of the United States for a
writ of certiorari to review the decision of the Court of Appeals, but thiswas denied,
the denial having the effect of affirming the decision of the lower court.

The Claire Furnace Co. case--Investigation instituted by the commission upon
its own motion, but after suggestions and conference with the committee on



Appropriationsof the House of Representatives.--Thefactsrelativeto thiscaseareas
follows : The commission sent questionnairesto practically all corporations engaged
inthe manufacture and in the saleininterstate commerce of finished and semifinished
steel products, requiring them to make monthly reports showing the quantities of
products manufactured, plant capacity, orders booked during the month, the cost of
manufacturing, the prices at which sold in domestic and foreign commerce, and
general income statement and balance sheet. The declared purpose of the inquiry was
to publish the information acquired in totals, so asto slow existing conditions in the
product ion and sale of steel products. Certain of the corporations declined to make
the reports, and joined in asuit in equity to restrain the commission from proceeding
inany manner to compel the production of theinformation or to impose any penalties
for failure to produceit.
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The Supreme Court of the District of Columbiain which the suit wasinstituted,
issued a permanent injunction enjoining the commission, the ground being that the
information sought was not information respecting interstate commerce, nor
information with respect to matters so directly affecting such commercethat it could
be required under the commerce clause of the Constitution.

The commission appealed the case to the Court of Appeals of the District of
Columbia, which affirmed the decree of the lower court. The commission then took
the case to the Supreme Court of the United States, where it was argued on December
6, 1923. It was awaiting decision at the close of the fiscal year.

Tobacco cases-- American Tobacco Co. and P. Lorillard Co.( Inc.).--The
commission’ s cases against the American Tobacco Co. (Inc.) and the P. Lorillard Co.
during this fiscal year were productive of much interest and information. The
commission had pending hearings arising from seven complaints against the two
tobacco companies. In the course of preparing these cases the commission made
formal demand on the two tobacco companies to produce “all letters and telegrams
received by the American Tobacco Co. from all of its jobber customers located at
different points throughout the United States, and also copies of all letters and
telegrams sent by the American Tobacco Co. to such jobbers during the period of
January 1, 1921, to December 31, 1921, inclusive.” The two tobacco companies
refused to obey the commission’s notice and demand to inspect records, and the
commission petitioned the district court; through the Attorney General of the United
States, to issue awrit of mandamus directing that immediately the accounts, books,
records, documents, memoranda, papers, and correspondence of the respondent be
delivered into the possession of the commission for inspection and examination and
for the purpose of making copies.

In denying the writ prayed for by the commission, the court said :

To grant the relief prayed for by the petitioner would be to permit of an
unreasonabl e search and seizure of papersin violation of thefourth amendment. It was
not the intention of Congress to grant such unlimited examination and inspection by
the legislation in question nor, indeed, did Congress have authority to do so under the
commerce clause of the Constitution. It would be unreasonable and unjust to accede
to the demands of the petitioner, and the application for the peremptory writ of
mandamus * * * isdenied. (283 Fed 999.)

The commission, believing the question one of importance, took an appeal from
the decision of the United States District Court for the Southern District of New Y ork
to the Supreme Court of the United States. Here, aso, the judgments of the district
court were affirmed.

The decision of the Supreme Court throws an interesting light on the subpoena
ducestecum:

The right of access given by the statute is to documentary evidence--not to all



documents, but to such documents as are evidence. The analogies of the
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law do not allow the party wanting evidenceto call for al documentsin order to see
if they do not contain it. Some ground must be shown for supposing that the
documents called for do contain it.

The commission’s petition for rehearing was also denied by the Supreme Couirt.

The Grain cases--Investigations under authority conferred by Senate resolution.--
The companiesinvolved in these cases were Hammond, Snyder & Co., the Baltimore
Grain Co., and theH. C.Jones Co. The commission sought, inthe District Court of the
United States for the District of Maryland, writs of mandamus to compel the
corporations, each of which was engaged in foreign and interstate aswell asintrastate
tradein grain, to permit the authorized agents of the commission to examine, inspect,
and copy their books of account, records, documents, correspondence, and papers
relating to or bearing on their business in interstate commerce.

In taking this action the commission was acting in compliance with a resolution of
the Senate of the United States directing it to investigate the margins between farm
and export prices, the freight and other costs of handling, the profits and losses of the
principal exporting firmsand corporations, thefactsconcerning market manipul ations,
if any, in connection with large export transactions or otherwise, as well as the
organization, ownership, control, interrelationship, foreign subsidiaries, etc.

The district court denied the petitions for writs of mandamus. Judge Rose, who
delivered the opinion, said during the course thereof :

If it--the Federal Trade Commission act--really meansthat whenever thecommission
thinks best to make an inquiry into the way in which some great department of
commerce is carried on, it may send its employees into the office of every private
corporation which does an interstate business in that line and empower them to go
through the company’ sbooks, correspondence, and other papers, | am satisfied it goes
beyond any power which Congress can confer, in thisway at least.

As in the tobacco cases, the commission regarded the principle involved in this
group of casestoo important not to be passed upon by the Supreme Court of the United
States, and it therefore prosecuted an appeal to that tribunal, where the cases are not
awaiting argument.

Raymond Bros.-Clark Con.--Chain store buying.--A jobber’s individua refusal
merely to purchase from a wholesaler dealing with a chain store operator is not an
unfair method of competition, whatever may be the incidental result, isthe gist of an
opinion of the Supreme Court of the United States affirming an order of the Circuit
Court of Appeals, Eighth Circuit, reversing an order of the commission directed to
Raymond Bros.-Clark Co., charging
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unfair methodsof competitioninthat therespondent, engaged inthewhol esalegrocery
business, sought to coerce the T. A. Snider Preserve Co. to refuse to recognize its
competitor, the Basket Stores Co., as jobbers entitled to jobber prices and so cut off
this company’s supplies. Under date of February 23, 1921, the commission directed
the respondent to cease and desist from using such practices. Raymond Bros.-Clark
Co. appealed, and in May, 1922, the United States Circuit Court of Appeals set aside
the order. The case was then taken to the Supreme Court of the United States on writ
of certiorari, and on January 7, 1924, the Supreme Court affirmed the Circuit Court of
Appeal’ s decision, saying in part :

A different casewould of coursebe presented if the Raymond Co. had combined and
agreed with other whol esale deal ersthat nonewould trade with any manufacturer who
sold to other wholesale dealers competing with themselves, or to retail dealers,
competing with their customers. An act lawful when done by one may become
wrongful when done by many acting in concert taking on the form of a conspiracy
which may be prohibited if the result be hurtful to the public or to the individual
against whom the concerted action is directed.

*

* * * * *

We conclude that the Raymond Co. in threatening to withdraw its trade from the
Snider Co. exercised itslawful right, and that its conduct did not constitute an unfair
method of competition within the meaning of the act.

UNITED STATES CIRCUIT COURT OF APPEALS

Fox Film Corporation.

United Typothetae of Americaet al.

S.E.J Cox et al.

Aluminum Co. of America.

Thatcher Manufacturing Co.

Swift & Co.

Armour & Co.

Chicago Portrait Co.

Western Meat Co.

Chamber of Commerce of Minneapolis et al.
The Butterick Co. et al.

Occidental Oil Corporation.

Pacific States Paper Trade Association et al.
American Tobacco Co. et al.

Utah-ldaho Sugar Co. et al.

Q R SMusic Co.

Sealpax Co.

Dr. Herman Heuser.

Pearsall Butter Co.

John Bene & Sons (Inc.).

National Biscuit Co. and Loose-Wiles Biscuit Co.

A brief description of the foregoing cases follows.
The Fox Film Corporation case.--During 1916 and 1917 the Fox Film Corporation,



hereinafter referred to as the respondent, re-
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leased, among others, three motion pictures, entitled, respectively, “ TheLove Thief,”
“TheSilent Lie,” and “The Y ankee Way,” these pictures being extensively exploited
and distributed throughout the United States. They were known at the time as feature
pictures, with five reels, and were designed for the principal parts of regular motion-
picture programs.

During the season 1919-20 the respondent reissued the old picture of “The Love
Thief” as“The She Tiger,” “The Silent Lie“ as* Camille of the Yukon,” and “The
Yankee Way “ as“ Sink or Swim.” These old pictures with the new titles were
furnished to exhibitorsthroughout the country in connection with leases providing for
the respondent’s so-called program series of pictures. All other pictures furnished
under such program contracts to exhibitors were new pictures. The respondent
furnished the exhibitors with bill posters and other advertising matter, and did not in
any way disclose that these pictures were reissues. The exhibitors believed the
pictures to be new ones, and their patrons attended the exhibitions under the same
mistaken belief.

The commission’s order to cease and desist, which was issued June 6 , 1923,
commanded the respondent to cease and desist fromdirectly or indirectly advertising,
selling or leasing, or offering to sell or lease, reissued motion-picture photoplays
under titles other than those under which such photoplays were originally issued and
exhibited, unlesstheformer titles of such photoplaysand thefact that they theretofore
had been exhibited under such former titles be clearly, definitely, distinctly, and
unmistakably stated and set forth, both in the photoplay itself and in any and all
advertising matter used in connection therewith, in letters and type equal in size and
prominence to those used in displaying the new titles.

The Fox Film Corporation took exception to the commission’ sorder, and on August
16, 1923, filed, in the United States Circuit Court of Appealsfor the Second Circuit,
its petition asking that the order in question be reversed and set aside. The Court of
Appeals, however, upheld the contentions of the commission in every particular.

During the course of itsopinion the court made the foll owing significant comments:

Whilethefindings of the commission embraced but three pictureswhere the unfair
methodswere practiced, that issufficient to support the order todesist. Itisnow well
recognized that the act refers specifically to unfair met hods of competition. This
does not mean the general practice of the offender must be fair in competition.
General practice may involve many methods, each conceived and to be applied for its
particular desired result. One act that constitutes an unfair practice may of itself be
offensivetootheact. * * * To violate the Sherman Act it is necessary to find

that the
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practice has grown to such proportions and strength that the business and practice is obnoxious

asatrust or monopoly and restrains trade.
* * * * * * *

The Federal trade act wasintended to reach such unfair business methods when the antitrust
law could not do so. * * * Itisby stopping its use before it becomes a general practice that
the effect of an unfair method in sup-pressing competition is destroyed and competitors
protected.

Case against the United Typothetae of America and others.--The complaint in this
proceeding charged unfair competition in violation of section 5 of the Federal Trade
Commission act. See also page 42.

The commission after extensiveissued itsorder to cease and desist in August, 1923;
and the United Typothetae in the following October filed its petition for review in the
Circuit Court of Appealssitting at Chicago. The petition waslater withdrawn, leaving
the order outstanding against the respondents.

Misrepresentation in the sale of oil securities -- he proceeding against SE. J. Cox
et al.--This case presents another instance of false, misleading, and unfair statements
circulated and other facts suppressed rel ating to the Prudential Trust & Securities Co.,
the Prudential Oil & Refining Co., and the General Oil Co., all of Houston, Tex., with
the intention of misleading and deceiving the public.

Asindicated in aprior annual report, the commission entered its order to cease and
desistinthisproceeding on June 24, 1922 There being evidence of flagrant violations
of the order, the commission. under the authority conferred by section 5 of itsorganic
act, applied to the Circuit Court of Appeals for the Fifth Circuit for enforcement
thereof. That court under date of June 18, 1923, granted a motion for a preliminary
order for enforcement of the commission’s order. By the terms of this order SE. J.
Cox, hisagents, servants, and employees, were ordered to forthwith cease and desist
from directly or indirectly, individually or through hiswife, Mrs.N. E. Cox, or
otherwise:

Publishing, circulating, or distributing, or causing to be published, circulated, or distributed,
any magazine, newspaper, pamphlet, circular, letter, advertisement, or any other printed or
written matter whatsoever in connection with the sale or offering for saleill interstate commerce
of stock or securities wherein' is printed or set forth any false or misleading statements or
representations to the effect that the property or operation of any corporation, association, or
partnership is in proven oil territory, or any other false or miseading statements or
representationsconcerning the promotion, organi zation, character, history, resources, assets, oil
production, earnings, income, dividends, progress. or prospect of any corporation, association,
or partnership.

Under date of October 6, 1923, the court granted the commissions motion to strike
the answer of the respondentsfromthefiles of the case. Further proceedings are being
held in abeyance, due to the



LEGAL DIVISION ol

fact that therespondent Cox isserving apenitentiary sentencefor fraudulent use of the
mails.

Thealuminumcase.--Referenceto thisproceeding hasbeen madein previousannual
reports of the commission, but inasmuch as it was still in course of litigation during
the fiscal wear 1924, a brief resume of its salient featureswill be given in this report,
with particular reference to the devel opments since the previous annual report.

The commission’ s order, which wasissued March 9, 1921, directed the Aluminum
Co. of Americato divest itself of all its stockholding in the Aluminum Rolling Mills
Co., another corporation. A violation of section 7 of the Clayton Act wascharged. The
Aluminum Co. appealed to the Circuit Court of Appealsfor the Third Circuit to have
thecommission’ sorder reversed and set aside. That court, however, affirmed theorder
in question in these words :

We have to do only with the “effect” of the transaction, and with its effect only as it may
“substantially lessen competition * * * or restrain commerce, * * * or tend to create a
monopoly.” Aswe are not called upon to determine whether the Aluminum Co. isamonopoly
within the definition of the antitrust law, we limit our decision to the question whether, within
the policy of the Clayton Act, the transaction comes within the definition of the section. Inthis
weare of opinionthat it does, and that its effect upon actual competition aswell asin destroying
potential competitionin away later to make actual competition impossible was substantially to
lessen competition between the corporation whose stock was acquired and the corporation
making the acquisition; and second, that, without regard to whether its effect was substantially
to lessen competition between these two corporations, the stock acquisition did, in effect, “tend
to create a monopoly.”

After thusdecision, the Aluminum Co. filed with the Court of Appealsapetitionfor
a rehearing and modification of the decree. Thiswas denied. It then attempted to
carry the matter to the Supreme Court of the United States by certiorari; in this, too,
it was unsuccessful.

All of the above happened prior to the beginning of the present fiscal year.

In September, 1923, the commission filed with the Court of Appeals a petition for
modification of theorder already entered. Briefly, thereason wasthis: The Aluminum
Rolling Mills Co. was indebted to the Aluminum Co. of America in the sum of
approximately $600,000 upon four promissory notes, representing the unpaid balance
due the Aluminum Co. for aluminum ingots and pig aluminum purchased during the
operation of the plant. The Rolling Mills Co. was insolvent. The Aluminum Co.
proposed to bring suit on the notes, and, after judgment, levy on the plant and bid at
the sheriff’s sale. As the indebtedness was greater than the value of the plant, the
Aluminum Co. would inevitably acquire the plant for its indebtedness.
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In the light of these facts, the commission, conceiving the proposed action of the
Aluminum Co. to be violative in principle of all that had been done, filed its petition
for modification of the order, as stated above. The commission contended that the
decree should extend to and enjoin the Aluminum Co. from acquiring any of the
physical assets of the Rolling Mills Co. The commission grounded its petition for
modification upon the contention that the alleged indebtedness claimed by the
Aluminum Co. as against the Rolling Mills Co. was created in violation of law, that
it was entirely fictitious, and, in fact, nothing more than book indebtedness.

After further testimony and briefs and arguments, the Court of Appeals refused to
modify the decree previously entered, saying, in these words :

Grounding our decision solely on theinability of the Federal Trade Com mission to establish
fraud in the indebtedness on which the Aluminum Co. proposes to seek recovery at law in
another court, we are constrained to deny its petition to amend the decree previously entered.

The Thatcher Manufacturing Co. case--Another instance Of an alleged violation of
section 7 of the Clayton Act.--The Thatcher Co. acquired from the Owens Bottle
Machine Co. the exclusive right to manufacture and sell milk bottles produced by the
first automatic bottle-making machine. Subsequently, another bottle-making machine
was invented and licensed by the Hartford-Fairmont Co. It is charged that the
respondent, by taking over the control of the Hartford-Fairmont Co. and itslicensees,
tended to eliminate competition and to create amonopoly in the manufacture and sale
of milk bottles, in alleged violation of section 5 of the Federal Trade Commission act
and section 7 of the Clayton Act.

The commission, after hearings, entered its order for the divestiture of stock. The
Thatcher Co., having given notice of its intention not to abide by the decision of the
commission, thelatter, on March 31, 1924, filed, in the Court of Appealsfor the Third
Circuit (Philadel phia), its application for enforcement of its order.

The status at the close of the year was that the case was awaiting briefs and oral
argument. The casewill probably be reached comparatively early in the October term,
1924.

The Swift case--Acquisition of stock in violation of section 7 of the Clayton Act.--The
commission, in instituting its proceeding against Swift & Co., charged that the
respondent, by taking over the Moultrie Packing Co. and the Andalusia Packing Co.
in the name of its employees, and acquiring a controlling interest in England, Walton
& Co. (Inc.) had materially lessened competition and tended to create amonopoly in
the interstate sale of meats and the products and by-products arising out of the
slaughtering of livestock and
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in the business of conducting tanneries and the production of variouskinds of leather.

After consideration, the commission directed Swift & Co. to divest itself of the
capital stock of theM oultrieand Andalusiacompanies, “including all thefruitsof such
acquisitions.” The portion of the complaint relating to England, Walter & Co. was
severed and formed the basis of another proceeding.

Swift & Co. took exception to the commission’s order and appealed it to the United
States Circuit Court of Appealsfor the Seventh Circuit. Briefswerefiled and the case
argued, and at the close of the fiscal year it was awaiting decision by the court.

The Armour case--Afurther instance of stock acquisition in violation of the Clayton
Act.--Thecommission’ scomplaint inthiseasewasof asimilar naturetoits proceeding
against Swift & Co., in that it charged the respondent, Armour & Co., with violation
of section 7 of the Clayton Act in acquiring alarge part of the capital stock of the E.
H. Stanton Co. of Spokane, Wash.

Prior to the acquisition of its stock by Amour & Co., the Stanton concern was en
gaged in asimilar line of businessin active competition with the acquiring company.
As usual in such cases, the commission charged that the effect of the acquisition of
stock wasto substantially lessen competition between the two companies and to tend
to create a monopoly in the purchase of cattle and livestock, and in the sale of meat
and meat products.

Initsorder the commission directed the Armour Co. to divest itself of all the capital
stock and properties of the Stanton Co.

The Armour Co. appealed from the order, and filed its petition for review with the
Circuit Court of Appeals at Chicago. Subsequently, the case was reopened, by order
of the court, for thetaking of additional testimony; and  the close of the fiscal year it
was awaiting argument before the commission on the additional evidence submitted.

The Chicago Portrait Co. case--Misrepresentationinthesaleof portraitsmadefrom
photographs.--The Chicago Portrait Co. was engaged in the business of enlarging
photographs into portraits. During the course of this business it obtained orders for
such portraitsby meansof drawingsfor so-called“lucky envelopes,” or by givingtrade
checks for one-half the pretended purchase price thereby deceiving the prospective
purchaser into believing that he was obtaining the portraits in question at prices
substantially below their usual selling prices. Furthermore, the respondent misrepre-
sented its portraits to be hand paintings. Another allegation of the complaint wasthat
the company induced the purchasing public to
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sign contracts for the reproduction of photographs, falsely representing the contracts
to be receipts for the photographs obtained from the customers, whereas as a matter
of fact, the contracts in question contained numerous provisions of a binding nature
on the customer, which were neither explained to nor understood by the customers,
and which served to nullify verbal agreements previously made.

The commission entered itsorder, and the Chicago Portrait Co., filed its petition for
review with the Court of Appeals. The case has been argued, but not yet decided by
the court.

The Western Meat Co. case--Another instance of stock acquisition in violation of
section 7 of the Clayton Act.--Asindicated by its name, thisis another packing-house
proceeding. The charge is similar to that in the Swift and Armour cases, referred to
elsawherein thisreport, namely, the alleged violation of section 7 of the Clayton Act
the company acquired in this instance being the Nevada Packing Co. and the
consequent lessening of competition and tendency to create amonopoly inthe sale, in
interstate commerce, of meats and the products and by-products arising out of the
slaughtering of livestock.

The commission ordered the respondent to divest itself of the stock and properties
of the Nevada Packing Co. and the respondent, in turn, filed its petition for review
with the United States Circuit Court of Appealsfor the Ninth Circuit (the concernsin
guestion being engaged in business on the Pacific coast). The casewasargued on May
15,1924, and decided September 2, 1924, the commission’ s contentions being upheld
in every particular. During the course of its opinion, which was in the main a
discussion of the facts involved, the court said :

Thefindingsof thecommissionareclear cut and if sustained by the evidence establish without
doubt, in our opinion, that the acquisition and continued control and ownership of the capital
stock of the Nevada Packing Co. by the petitioner constituted a very clear violation of section
7 of the act of October 15, 1914, generally known asthe Clayton Act. * * * That languageis
too plain, we think, to admit of any sort of doubt that three things are thereby expressly
condemned and prohibited, namely, the acquiring by any corporation engaged In commerce,
directly or indirectly, the whole or any part of the stock or other share capital of another
corporation engaged also in commerce, where the effect of such acquisition may be to
substantially lessen competition between the corporation whose stock was acquired and the
corporation making the acquisition, or to restrain such commercein any section or community,
or tend to create a monopoly of any line of commerce. * * *

Surely nothing more is needed to show that the true purpose of the purchase by the Western
Meat Co. of the stock of the Nevada Packing Co. was the elimination of the competition of the
latter company and the expansion of that business by the Western Meat Co., hereby
strengthening its hold. * * That the direct result of the transaction was the complete
elimination of the
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therefore competition existing on the part of the Nevada Packing Co. and the
strengthening of the hold of the Western Meat Co. on the meat packing business of
Nevada and adjoining Statesis, in our opinion, further shown by other evidence not
necessary to detail.

The proceeding against the Chamber of Commer ce of Minneapolisand others.--One
of the most important of the commission’ s proceedings, and one of particular interest
to the farming industry, isits case against the Chamber of Commerce of Minneapolis
and affiliated interests. See also page 40.

The commission entered its order in December last, and the caseis now pending, on
the respondent’ s petition for review, in the Court of Appeals for the Eighth Circuit.

The Butterick case--Exclusive dealing contractsin the sale of dress patterns.--The
companiesproceeded agai nst by thecommissioninthusproceeding werethe Butterick
Co., theFederal Publishing Co., Standard Fashion Co., Butterick Publishing Co., New
Idea Pattern Co., and the Designer Publishing Co. It was charged that these
respondents a consolidation of paper dress-pattern manufacturers and publishers of
periodicals advertising and illustrating such patterns, adopted unfair methods in
competing with other producers of such patterns by entering into contractswith about
20,000 retail dry goods dealers, binding the said retailers to maintain fixed resale
prices and prohibiting them from dealing in patterns manufactured competitors.
Incidentally, the respondents refused to sell by their to dealers who declined to enter
into such contractsor be bound thereby and threatened and i nstituted suitsfor damages
if such contracts were broken. The contention of the commission was that such
methodstended to lessen competition and to createamonopoly, all inalleged violation
of section 5 of the Federal Trade Commission Act and section 3 of the Clayton Act.

The respondentsfirst endeavored in the Supreme Court of the District of Columbia
to obtain an order restraining the commission from proceeding with the tria of the
case; this was refused. An appea was them taken to the Court of Appeals of the
District, with the same result.

The casethen proceeded totrial, and after consideration an order to cease and desist
was issued.

In October, 1923, the respondents appeal ed the case to the Circuit Court of Appeals
for the Second Circuit, and at the close of the fiscal year the case was still pending in
that court.

T he Occidental Oil Corporation case-Misrepresentation in the sale of oil stock.--
Therespondent in thus case wasincorporated under the laws of the State of Delaware,
with a capitalization of
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some $500,000.00, with the avowed purpose of drilling oil wells on various |eases
owned by the corporation in the State of Texas.

The commission issued its order commanding the Occidental Oil Corporation, its
incorporators, and their agents--

to cease and desist from directly or indirectly making any false or misleading
statementsor representation concerning theresources, operations, production, profits,
earnings, disbursements, dividends, progress, or prospects of the respondent
Occidental Oil Corporation, or of any other corporation, association, or partnership,
in connection with the sale or offering for sale in interstate commerce of the stock or
other security of the respondent Occidental Oil Corporation, or of any other
corporation, association, or partnerships.

The respondent filed its petition for review in the United States Circuit Court of
Appealsfor theThird Circuit (Philadel phia), and at the close of thefiscal year the case
was in that court awaiting briefs and arguments.

Subsequently the petition to review was dismissed because of failure of the Qil
Corporation to provide for costs of printing the record.

The proceeding against the Pacific States Paper Trade association and others--
Pricefixingin paper productson the Pacific coast.-- The complaint by the commission
in this case involved, besides the Pacific States Paper Trade Association, other
associations operating in Pacific coast territory, asfollows:

Seattle-Taconia Paper Trade Conference.

Spokane Paper Dedlers.

Portland Paper Trade Association.

Paper Trade Conference of San Francisco.

L os Angeles Wholesale Paper Jobbers' Association.

The respondents named in this complaint embraced practically al the wholesale
dealersin paper and paper productsthroughout the States of Oregon, Washington, and
California. Other Statesaffected in great part by the activities of therespondentswere
Idaho, Nevada, Arizona, Montana, New Mexico , and the Territory of Alaska.

The commission charged that, by concerted agreement, adherence of members of
local associationsto the maintenance of enforced schedul ed priceswas consummated,
all of which had a dangerous tendency unduly to hinder competition and to create a
monopoly.

Therespondentsappeal ed fromthe commission’ sorder, asaresult of whichthe case
isnow pending in the Court of Appeals for the Ninth Circuit.

Resale price maintenance in tobacco products--The proceeding against The
American Tobacco Co. and The Wholesale Tobacco & Cigar Dealers' Association of
Philadel phia and others.--The com-
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mission’s order in this case, which, as indicated by the name of the association
involved, was directed against practically all of the wholesale tobacco dealersin and
about Philadel phia, directed these dealers to--

cease and desist from fixing, enforcing, and maintaining and from enforcing and
mai ntai ning by combination, agreement, or understanding among themselves, or with
or among any of them, or with aly other wholesaler of cigarettes or other tobacco
products, resale prices for cigarettes or other tobacco products dealt in by such
respondents, or any of them, or by any other wholesaler of cigarettes or other tobacco
products.

The American Tobacco Co., which also appeared as one of the respondentsin this
proceeding, was commanded to cease and desist--

from assisting and from agreeing to assist any of its dealer-customers in maintaining
and enforcing in the resale of cigarettes and other tobacco products manufactured by
the said The American Tobacco Co., resalepricesfor such cigarettesand other tobacco
products, fixed by any such deaer-customer by agreement, understanding, or
combination with any other dealer-customer of said The American Tobacco Co.

The American Tobacco Co. wasthe only one of the respondentsto appeal from the
order, and it filed its petition for review in the Court of Appeals sitting at New Y ork
City (the Second Circuit).

The casewaspendinginthat court at the conclusion of thefiscal year. Briefsareyet
to befiled, and it is expected the matter will be reached for argument at the October
term of court.

The Utah-Idaho Sugar Co. case--Suppression of competition the manufacture and
sale of beet sugar.--The respondents in this case, namely, the Utah-l1daho Co., the
Amalgamated Sugar Co., E. RWooley, A. P. Cooper, and E. F. Culleim, were charged
by the commission with stifling and suppressing competition in the purchase of sugar
beetsand in the manufacture and sale of refined beet sugar, by meansof acombination
or conspiracy involving, among others, the following unfair trade practices:

1. The circulation of false, misleading, and unfair reports as to competitors and
prospective customers (a) concerning financial standing and responsibility; (b) that
they would be unable to secure sugar-beet seed, or the beets, or to pay for those they
did purchase; (c) that their contemplated factories would not be built, etc.

2. Thecirculation of falsereportsto the effect that respondents (a) occupied all the
productive territory in which their competitors contemplated operating ; (b) had
contracts for all the beets to be grown, etc.

The commission, after very extensive hearings, dismissed the complaint as to the
respondent E. F. Cullen, and entered its order to cease and desist against the other
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their petitionsfor review in the Court of Appealsfor the Eighth Circuit, wherethe case
was pending at the close of the fiscal year.

Resale price maintenancein the saleof musicrolls-The Q. R. S Music Co. ease.--
After the commission had issued its complaint and testimony had been taken before
atrial examiner, and after final argument, the commission issued its order in this
proceeding directing the Q. R SMusic Co., an Illinois corporation, with its principal
place of businessin the city of Chicago, to cease and desist from carrying into effect
apolicy of fixing and maintaining uniform prices at which the articles manufactured
by it shall be resold by its distributors and dealers, by--

1. Entering into contracts, agreements, and understandings with distributers or deaers
requiring or providing for the maintenance on specified resal e prices on products manufactured
by respondent.

2. Attaching any condition, express or implied, to purchase made by distributers or dealers
totheeffect that such distributersor deal ers shall maintain resal e prices specified by respondent.

3. Requesting dealersto report competitorswho do not observe the resal e price suggested by
respondent, or acting on reports so obtained by refusing or threatening to refuse salesto dealers
SO reported.

4. Requesting or employing salesmen or agents to assist in such policy by reporting dealers
who do not observe the suggested resale price, or acting on reports so obtained by refusing or
threatening to refuse sales to dealers so reported.

5. Requiring from dealers previously cut off promises or assurances of the maintenance of
respondent’ s resale prices as a condition of reinstatement.

6. Utilizing any other equivalent cooperative means of accomplishing the maintenance of
uniform resale prices fixed by the respondent.

The respondent availed itself of its statutory right and filed in the United States
Circuit Court of Appeals for the Seventh Circuit its petition for review of the
commission’s order.

At the close of the fiscal year the case was awaiting briefing and argument.

Resale price maintenance in the sale of underwear--The Sealpax case.--The
respondent inthiscase--Oppenheim, Oberndorf & Co. (Inc.), doing businessunder the
trade name and style of the Sealpax Co., was charged by the commission’scomplaint,
inthe saleof its” Sealpax” underwear, with maintaining a schedule of uniformresale
prices and refusing to sell underwear to wholesale dealers failing to observe and
maintain such prices, and otherwise endeavoring to enforce its fixed prices for the
resale of its products.

The commission’ s order to cease was entered in April, 1924, and on June 11th the
Sealpax Co. filed its petition for review within the Circuit Court of Appealsfor the
Fourth Circuit (Richmond, Va.).

At the close of the fiscal year, the cause was awaiting the filing of the transcript of
testimony and pleadings by the commission, after
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which it will be briefed and argued before the court. It will hardly be reached before
late in the October term.

The Doctor Herman Heuser case.--The case involved letters of warning sent out in
connection with a patented process for the manufacture of nonalcoholic beverages.
The order issued by the commission was appealed and the matter is pending in the
Circuit Court of Appeals for the Seventh Circuit.

ThePearsall Butter Co. case-Exclusivedealing contracts--Oleomargarine.--TheB.
S. Pearsall Butter Co., the respondent in the commission’s action in this proceeding,
complained of the commission’ sorder directing it to cease and desist from directly or
indirectly using formal or informal contracts or understandings to the effect that
purchasersor deal ersin respondent’ s margarine products should not deal in the goods,
wares, merchandise, supplies, or other commaodities of acompetitor or competitors of
respondent or in competing commodities. The commission charged that the Pearsall
Co.’spracticeswere in violation of section 3 of the Clayton Act.

The company fileditspetition for review of the commission’ sorder with the Circuit
Court of Appealsfor the Seventh Circuit (Chicago), and that court reversed the order.
The court, in its opinion, said:

The record in the case at bar discloses no facts or circumstances which would justify the
conclusion that there was here shown more than “ the mere possibility of the consequences
described.” We find nothing from which it might be deduced that the agreement here “ would
under the circumstances disclosed possibly lessen competition or create an actual tendency to
monopoly.”

This case was representative of a number of others involving the same general
principleand asaresult of the decision of the court of appeal s, these other proceedings
were dismissed by the commission

The John Bene & Sons case--Disparagement of competitor’s product-Public
interest.--John Bene & Sons (Inc.), the respondent in the commission ‘s proceeding,
was charged with unfair competitive methods in that it procured samples of a
competitor’s goods and caused the same to be analyzed by a chemist, thereafter
circulating reports of the analysis, which reports, aswell asletterswrittento thetrade
with respect thereto by the respondent, contained fal se and misleading statements and
representations to the effect that the competitor’ s product contained lime and that its
use on the human body would be attended by great danger; that it was aweak solution
of bleaching powder known as a disinfectant and lost its effective-ness in about 72
hours.

The commission entered its order in due course, and the respondent took the caseto
the Circuit Court of Appeals sitting at New Y ork

14948--24----55
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City. That court reversed the order, in the course of its decision using the following
language :

Asaconclusion of law we bold that there being no proof of apublic interest herein, or of its
being to the interest of the public that this proceeding should have been begun or the order
complained of made, said order must be reversed; and it is reversed accordingly.

The commission subsequently filed a petition for rehearing ; this was denied.

The National Biscuit Co.--The Loose-Wiles Biscuit Co.--Refusal to accord to pools
of retailers same discounts allowed to the chain stores.--Both of these nationally
known companies, leadersin the manufacture and sale of biscuits, crackers, and other
bakery products, in allowing discounts based on aggregate monthly orders, refused to
grant ashigh arate of discount on the pooled orders of two or moreretail store owners
ason the orders of owners of the so-called chain stores. This practice, of course, gave
the owners of chains of retail stores an advantage in competing with the ordinary
retailers, and the commission’s complaint charged that this discrimination in price
tended to lessen competition and to create amonopoly, in alleged violation of section
5 of the Federal Trade Commission act and section 2 of the Clayton Act.

After extensivebearingsin all partsof the country, thecommission entereditsorders
to cease and desist against both concerns in January, 1924. Both companies applied
tothe Circuit Court of Appealssitting at New Y ork City (the Second Circuit), which,
after hearing the arguments of both sides, as well as those of interested associations
allowedtointerveneasamici curiae, reversed the commission’ sorders. Excerptsfrom
the opinion of the court which are of interest and importance are the following :

We conclude that the sales policy of the petitioners as to their discount plan as well as the
refusal to sell cooperative or pooling buyers, isfair in al respects asto al its competitors and
Customers. This policy obviously does not affect the public interest nor deprive it of anything
it desires. It is a practice which is recognized by manufacturers of bakery products and is
inoffensive to good business morals. It was error to direct the petitioners to sell to individual
grocerswho pooled their orders of purchase or who bought on acooperativebasis* * * . There
is no discrimination between the large buyer, such asthe owner of a chain store, and the grocer
owning but one store.

Thecommissionregarded theprincipleinvolvedinthese casesasof suchimportance
that it decided to apply to the Supreme Court; of the United States for a writ of
certiorari to review the decision of the Court of Appeals, and at the close of the fiscal
year it was engaged in perfecting such appeal .

Shortly after the close of the year, in October, 1924, the Supreme Court refused a
writ of certiorari applied for by the commission.
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COURTS OF THE DISTRICT OF COLUMBIA

Maynard Coal Co. et al.
Shade Shop.

A brief description of the foregoing cases follows::

The Maynard Coal Co. case.--At about the same the that the steel companieswere
asked by the commission to file monthly reports (thisis aso discussed in the section
relating to the Claire Furnace Co. case) substantially similar questionnaireswere sent
to practically all corporations all corporations engaged in the production and sale in
interstate commerce of bituminous coal.

One of these companies, the Mannered Coal Co., declined to make the reportsin
guestion, and applied to the Supreme Court of the District of Columbia for an
injunction. A permanent injunction practically identical with that issued inthe Claire
Furnace case was awarded.

The case was taken by the commission to the Court of Appeals for the District of
Columbia, where it was argued on January 9 and 10, 1924.

On May 10 last the Court of Appeals directed areargument. Up to the close of the
fiscal year the case had not been reached. It will probably be argued again, however,
in the early part of the October.

The Shade Shop case--Appropriation and simulation of trade name.--This is a
District of Columbia case. Alfred Klesner, doing business under the name and style
of “ Shade Shop, Hooper & Klesner,” was charged by the commission with aviolation
of section 5 of the Federal Trade Commission act, in that he had appropriated and
simulated the trade name* The Shade Shop “ adopted by one W. Stokes Sammons, in
connection with hisbusiness of manufacturing and selling window shades. Sammons
had been engaged exclusively in this business since 1901.

The commission’s order prohibited Klesner, his servants agents, and employees,
from--

Using the words “Shade Shop” standing alone or in conjunction with other words as all
identification of the business conducted by him, in any manner of advertisement, signs,
stationery, telephone, or business directories, trade lists or otherwise.

Therespondent having given no indication of anintention to comply with the order,
the commission, on May 13, 1924, filed, in the Court of Appeals for the District of
Columbia, its petition for enforcement thereof. It waspendinginthat court at theclose
of the fiscal year and will be reached during the October term of court.



62 ANNUAL REPORT OF THE FEDERAL TRADE COMMISSION

Legal work of the commission, by fiscal years

1915 1916 1917 1918 1919 1920 1921 1922 1923 1924

PRELIMINARY INQUIRIES
Pending at beginning of year 0 4
Requestsfor action from public 119 265
Total for disposition 119 269
Dismissed on summary review 3 123
Docketed as applications for

complaint 112 134
Total disposition during year 115 257
Requests for action to end

of year 119 384
Dismissed on summary review
to end of year 3 126

Docketed as applications for

complaintto end of year 112 246
Total dispositionto end of year 115 372
Pending at end of year 4 12

APPLICATIONS FOR COMPLAINT
Pending at beginning of year 0 104

Docketed during year 112 134
Previous dismissals rescinded 0 0
Total for disposition 112 238
Dismissed during year 8 105
To complaints during year 0 3
Total disposition during year 8 108
Total docketed to end of year 112 246
Dismissed to end of year 8 113
Previous dismissals rescinded 0 0
Net dismissalsto end of year 8 113
To complaints to end of year 0 3
Total net disposition to end of

year 8 116
Pending at end of year 104 130
COMPLAINTS
Pending at beginning of year 0 0
Docketed during year 0 5
Previous dismissals rescinded 6 0
Previous orders to cease and

desist rescinded 6 6
Total for disposition 6 5
Dismissed during year 6 0

Orders to cease and desist
entered during year

Total disposition during year

Docketed to end of year

Dismissed to end of year

Previous dismissals rescinded
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1,063 1,144 1,314 1,531

4,477 5,735 7,048 8,632
1,856 2,587 3,518 4,727
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1,349 1,636 1,817 2,058
601 704 825 968

1,950 2,340 2,642 3,026
466 458 572 565

287 312 257 232
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1 6 0 1

0 0 6 5
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116 91 82 92
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1 6 6 2
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Net orders to cease and desist to

end of year 0 0 3 75 149 259 375 466 548 635
Total net disposition to end

of year 0 0 4 83 170 324 476 643 812 933
Pending at end of year 0 5 10 85 133 287 312 257 232 264

LEGAL DIVISION 63
Table showing court proceedings upon orders to cease and desist

Ordersto cease and desist 1919 1920 1921 1922 1923 1924 Tota
PETITIONS FOR REVIEW--LOWER COURTS
Pending at beginning of year 0 2 8 12 8 4 34
Appesaled during year 4 0 17 5 5 15 55
Total for disposition 4 11 25 17 13 19 89
Decisions for commission 1 0 1 4 5 1 12
Decisions against commission 1 3 11 5 4 4 28
Petitions withdrawn by commission 0 0 0 0 0 0 0
Petitions Withdrawn by others 0 0 1 0 0 0 1
Total disposition during year 2 3 13 9 9 5 4
Pending at end of year 2 3 12 8 4 14 48
PETITIONS FOR REVIEW--SUPREME COURT

OF THE UNITED STATES

Pending at beginning of year 0 1 3 3 1 8
Appealed by commission 2 2 4 5 0 13
Appeaed by others 0 0 0 2 1 3
Total for disposition 2 3 7 10 2 24
Decisions for commission 0 0 2 0 0 2
Decisions against commission 1 0 0 5 1 7
Petitions withdrawn by commission 0 0 0 1 0 1
Petitions withdrawn by others 0 0 0 0 0 0
Writ denied commission 0 0 2 1 0 3
Writ denied others 0 0 0 2 1 3
Total disposition during year 1 0 4 9 2 16
Pending at end of year 1 3 3 1 0 8
PETITIONS FOR ENFORCEMENT--LOWER COURTS
Pending at beginning of year 0 1 1
Appesaled during year 1 2 3
Total for disposition 1 3 4
Decisions for commission 0 0 0
Decisions against commission 0 0 0
Total disposition during year 0 0 0
Pending at end of year 1 3 4
PETITIONS FOR MODIFICATION--LOWER COURTS.
Pending at beginning of year 0 0

Appealed during year 1 1

Total for disposition 0 1
Decisions for commission 0 0
Decisions against commission | 1
Total disposition during year 1 1
Pending at end of year 0 0
Miscellaneous court proceedings, mandamus, injunction, etc.
1920 1921 1922 1923 1924 Tota

APPEALS TO LOWER COURTS

Pending at beginning of year 0 2 3 4 1 10
Appealed by commission 1 0 3 4 0 8
Appeaed by others 2 2 3 0 0 7
Total for disposition 3 4 9 8 1 25
Decisions for 0 1 3 0 0 4
Decisions against commission 1 0 1 7 0 9
Petitions withdrawn by commission 0 0 0 0 0 0
Petitions withdrawn by others 0 0 1 0 0 1
Total disposed of 1 1 5 7 0 14
Pending at end of year 2 3 4 1 1 1

APPEALS TO SUPREME COURT OF THE

UNITED STATES
Pending at beginning of y ear 0 6 6
Appealed by commission 6 0 6
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Table showing disposition by percentages, preliminary inquiries, applications for
complaints, complaints and appeals taken for fiscal years 1914-1924

1915 1916 1917 1918 1919 1920 1921 1922 1923 1924 Tota
Preliminary inquiries

disposed of 115 257 442 624 833 1075 1,063 1,144 1314 1531 8,398
Dismissed on summary
Review (per cent) 3 48 65 47 36 33 47 64 70 78 56
Docketed (per cent) 97 52 35 53 64 67 53 30 30 22 44
Applications for complaint
disposed of 8 108 95 240 426 559 514 390 302 384 3,026
Dismissed (percent) 100 97 83 67 71 61 69 74 60 63 68
Formal complaints issued
(percent) 0 3 17 33 29 19 31 26 40 37 32
Formal complaints disposed of 0 4 79 87 154 152 166 169 122 933
Dismissed (percent) 0 25 9 15 28 23 45 51 28 32
Ordersto cease and desist
issued (per cent) 0 75 91 85 72 77 55 49 72 68
Appeals taken from
commission’s orders (per cent) 5 8 15 5 6 17
NOTES

On the basis of the figures for 1924, the probabilities are :
When a preliminary inquiry is received--

That the matter will be docketed 22 out of 100.

That it will be filed without action 78 out of 100.
When an application has been docketed--

That aformal complaint will issue 37 out of 100.

That the proceeding will be dismissed without action 63 out of 100.
When a formal complaint has issued--

That an order to cease and desist will follow 72 out of 100.

That the proceeding will be dismissed 28 out of 100.

When a preliminary inquiry is received-
The chancesthat a formal complaint will issue are 37
per cent of 22 per cent of 100 or 8 out of 100.
That it will not 92 out of 100.
That an order to cease and desist will issue (72 per cent of
37 per cent of 22 per cent) 0.0586 per cent



TRADE-PRACTICE SUBMITTALS

From timeto time the commission is approached by groups of business men representing an
entireindustry and seeking assistance in the elimination from their industry of practicesfound
to be unfair and harmful but which the industry is unable by itself to eliminate. Upon request
of a substantial portion of a given industry, the commission has lent its assistance in these
situations and has called the industry together in gatherings which have been termed “ Trade
practicesubmittals.” Submittalshave been held inthefollowingindustries: Ink, celluloid, knit
goods, paper, oil, used typewriters, creamery, hosiery, guaranty against decline, macaroni,
silverware, gold knives, watchcases, subscription book publishers and music publishers, and
band instruments. A pamphlet on Submittals has been prepared.

At these submittal sthe obj ectionabl e practices are frankly discussed and resol utions usually
adopted by the industry looking to their elimination. These resolutions are considered by an
industry ashinding upon it and are received by the commission asinformative asto conditions
‘in the particular industry and the views of the trade thereon in the event the commission is
called upon to proceed to complaint upon any practice condemned by an industry.

During the year two trade-practice submittals were held, one before Vice Chairman Vernon
W. Van Fleet at the request of the Music Publishers' Association of the United States, and the
other before Commissioner John F. Nugent at the request of the Subscription Book Publishers
Association. Thebook publishers’ meeting wasrepresented by 31 concernsintheindustry, and
in the case of the music publishers 95 per cent of the industry was represented. Shortly after
theclose of thefiscal year manufacturersof bandinstrumentsconducted asubmittal beforeMr.
Van Fleet.

The music publishers at their meeting passed a resolution having to do with the fictitious
marking of prices on sheet music, one of those present expressing this practice to be “out of
date and 110 longer serves any useful purpose, and no doubt opens up a way to the
unscrupulous to charge a higher price to unsuspecting persons than is contemplated by the
publisher.”

Fourteen resolutions were approved at the meeting of the Book Publishers' Association
trade-practice submittal by which the opinion

65
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of thetrade might beregistered. Theseinthemain were of the ethical conduct of the business.

Toward the close of the year the commission authorized Chairman Huston Thompson to
conduct a submittal with furniture manufacturers, at their request, for the purpose of drawing
up a set of resolutions involving (1) the wood content and finish to be advertised and
designated ; (2) to clearly indicatetherelation of jobbers, wholesalers, retailersor commission
men to producers; and (3) to advertise and indicate the true place of origin of all furniture. At
this submittal it is expected that many of the furniture associations, including the National
Furniture Association, will berepresented. Lumbermen furnishing materialsare al so expected
to attend.

Commissioner Nelson B. Gaskill wasauthorized at the request of manufacturers of mending
cotton to hold a trade practice submittal for the purpose of considering the best method of
labeling and marking mending cotton which is sold to the general purchasing public. Thiswill
involve the manner in which the number of yards and the ply of the cotton shall be stated on
manufacturers’ labels.

Commissioner Charles w. Hunt has also been authorized to conduct a submittal requested
by members of the industry engaged in manufacturing engraved and embossed effects, to be
held in the near future. At this meeting endeavor will be made to determine a proper
designation for stationery and other printed matter which is produced by the use of achemical
in powdered form which is applied to type print while the ink is still wet. The chemical ad-
heres to the wet ink, and in passing through a baking process the heat causes it to fuse and
present arai sed-letter effect which may be said to resemblein appearancetheimpression made
from engraved plates or stedl dies, known as “engraving.”

The Music Publishers Association of the United States. submittal was held at New Y ork on
October 2, 1923, for the purpose of giving those engaged in the industry an opportunity to
expresstheir views regarding the practice of marking musical publications at fictitious prices.
The submittal was attended by publishers representing 95 per cent of the total output of
standard sheet music. There were also present a few publishers of popular music. The
following attended the submittal :

Fred Kraft--Edward Schuberth & Co., New Y ork City.
Otto Jordan--Harms (Inc.) , New Y ork City.

W. M. Bacon--White-Smith Music Publishing Co., Boston.
W. M. Gamble--Gamble Hinged Music Co., Chicago.

John Hanna--Enoch & Sons, New Y ork City.
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M. Kean--Boosey & Co., New York City.

C. C. Church--C. C. Church & Co., Hartford, Conn.

M. E. Tompkins--G. Schirmer (Inc.) , New Y ork City

H. W. Gray--H. W. Gray & Co, New Y ork City.

E. F. Bitner--Leo Feist (Inc.) , New York City.

Harold W. Robinson--B. F. Wood Music Co., Boston.

C. A. Woodman--Oliver Ditson & Co.. Boston.

H. B. Crosby--Arthur P. Schmidt Co., Boston.

Clayton F. Summy--Clayton F. Summy Co., Chicago.

G. Fischer--J. Fischer & Bro., New York City.

W. Deane Preston, jr.--B. F. Wood Music Co., Boston.

W. H. Witt--W. H. Witt Music Co., Pittsburgh.

E. O. Mills--chairman Music Publishers Protective Association.
W. L. Coghill--John Church Co., New Y ork City.

H. Engel--Richmond-Rabbins(Inc.) , New Y ork City.

Ben Bornstein--Ager, Yellen & Bornstein, New Y ork City.

J. M. Prlaulx--Charles H. Ditson Co., New Y ork City.

E. T. Paull--E. T Paull Music Co., New Y ork City.

W. A. Walling--Evans Music Co., New Y ork City and Boston.
R. L. Huntzinger--R. L. Huntzinger, New Y ork City.

T. J. Donlan--National Association of Sheet Music Dealers, New Y ork City.
Joseph M. Skilton--G. Schirmer (Inc.), New Y ork City.

Alfred L. Smith--Music Publishers’ Association of the United States.
Theodore Presser--Theodore Presser Co., Philadel phia.

W. Kretschner--Carl Fischer, New Y ork City.

From the facts developed at the submittal its, appeared that for many yearsit has been the
practice of the publishersto print sheet music at pricesapproximately one-third higher than the
actual retail selling price.

The practice arose from the custom of granting to music teachers a discount, usually one-
third, from the price printed on the publication, which wasto compensate teachersfor their the
in selecting the music , etc . After awhile teachers had their pupils request the discount; and
in afew yearsthe public was getting the same discount , so that to-day the actual retail price
of much of themusic sold issubstantially |essthan the printed price on the publication. Asone
of the publishers present expressed it, “ the printing of a price on music from which to figure
adiscount isout of date and no longer servesany useful purpose, and no doubt opens up away
to the unscrupulous to charge a higher price to unsuspecting persons than is contemplated by
the publisher. It appearsthat the elimination of this practice has been the subject of discussion
by the industry for some time. The music dealers and popular music publishers present also
favored the discontinuance of the practice.

After discussing the subject and the detail sincidental to making achangein the practicethe
publishers of standard sheet music unanimously adopted the following resolution :



68 ANNUAL REPORT OF THE FEDERAL TRADE COMMISSION

We believe the proper way of marking prices on music is to use the price at which it is expected the
music will sell for at retail under conditions of normal competition.

The Federal Trade Commission approves the resolution as set out above and believes that
it expresses the views of the entire industry. The trade has been requested to fix a date at
which the change shall be put in operation.

The Subscription Book Publishers' Association submittal washeld by book publishersselling
books by subscription in Washington on May 20 and 21, 1924. The following concerns were
represented :

The Grolier Society, New York City.

University Society (Inc.), New York City.

The National Home and School Association, Chicago, III.
Bufton Publishing Co., Kansas City, Mo.

Subscription Book Publishers’ Association, Chicago, I1I.
E. E. Compton & Co., Chicago, IIl.

P. E. Collier Son & Co., New York City.

Thomas Nelson & Sons, New Y ork City.

Wm. H. Wise & Co., New York City.

Doubleday, Page & Co., Garden City, N. Y

W. F. Quarrie & Co., Kansas City, Mo.

Williams & Wilkins Co., Baltimore, Md.

The Encyclopedia Brittanica (Inc.), New York City.
National Association of Book Publishers, New Y ork City.
The S. A. Mullikin Co., Cincinnati, Ohio.

Austin Jenkins Co., Washington, D. C.

Nelson Doubleday (Inc.), Garden City, N. Y

The Midland Press, Chicago, lI.

Parke, Austin & Lipscomb (Inc.), New York City.

The John C. Winston Co., Philadelphia, Pa.

Dodd, Mead & Co. (Inc.), New York City.

Historical Publishing Co., Philadelphia, Pa.

John Rudin & Co. (Inc.), Chicago, IIl.

The Western Distributing Co., Chicago, IIl.

Standard Education Society, Chicago, III.

Review of Reviews Corporation, New Y ork City.

Rand McNally & Co., Chicago, Ill.

Educators Association, New Y ork City.,

The S. L. Weedon Co., Cleveland, Ohio.

The Bureau of National Literature (Inc.), New Y ork City.
American Educational Society Publishers, St. Louis, Mo.

Thirty-one concernswererepresented at the meeting and it wasthere stated that they do more
thanthemajority of the volume of said businessof the country. Many other concernsexpressed
an interest in the meeting but were unable to be represented.

After a preliminary discussion of various practices, the representatives of the concerns
mentioned wererequested to and did organize for the purpose of adopting resol utionsby which
the
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opinion of the trade might be registered and the following resolutions, which have been
certified by the chairman and secretary of the meeting, were adopted :

I. Resolved, That we disapprove any editorial policy whereby the listing of any name as editor or
contributing editor tends to practice deception on the public.

2. Resolved, That asto all books, the use of only the last date of copyright, and eliminating all previous
copyright dates, |s condemned.

3. Resolved, That books bound in substitutes for leather should not be represented as being bound
in levant or in any way which tends to carry the inference that leather bindings are used.

4. Resolved, That the same or essentially the same set of books should not be sold simultaneously under
different titles ; that books should never be sold under atitle that will mislead asto contents, or under a
title which tends to confusion with some previously published work.

5 Resolved, That the marking up of the price of books and the use of the so-called “ raised “ contract
be condemned ; that representing that the price asked is below the usual price, or that the price will soon
be Increased, when such is not the fact , be also condemned.

6. Resolved, That when so-called extension revision or continuation service is offered, the contract
made with the purchaser shall state precisely what the service is, that such service is sold at a price
distinct and apart from the books which it is designed to keep up to date, that the books shall be sold at
adtipulated price, and the service shall be sold at a stipulated price ; that In case such serviceis sold to
continue over a period of years the service shall actually be furnished as promised to such subscriber
without the use of coupons or other form of request.

7. Resolved, That the practice of representing that a certain number of books have been set aside for
advertising purposes, to be given free, when such is not the fact, is condemned; and that the practice of
representing that acertain number of selected personsin each community have been designated to secure
a book or a set of books or any form of service, free, when such is not the fact, is clearly
misrepresentation, and is condemned.

8. Resolved, That the offering of membership in societies, clubs, and other organizations, whichin fact
do not exist, in connection with the sale of books be condemned ; that a service devoted to the answering
of inquiries, if offered, be represented only as such and not as something offered by some organization,
separate and apart from the concern selling the books when such organization does not exist, in fact, and
actually renders no such service, and the names of well-known authors, editors, or authorities should not
be used in connection with such offers unless they, in fact, actually are to answer or supervise the
answering of the inquiries.

9. Resolved, That the practice of securing agents by misleading or dishonest promises or guarantees,
and enticing away the agents of competitors by such means be condemned, but nothing in thisresolution
shall be construed in any way limiting the free choice of agents to select their own employers.

10. Resolved, That the practice of giving with services or sets premiums of books, service or other
objects of value, shall not be abused by sales representations of which the effect is to deceive the
purchasers asto the relative values of the set or service as compared with the premium accompanying it.
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11. Resolved, That no publisher shall beaparty to or assist in the organi zation of so-called independent
agents or dealersto sell his books by methods here condemned, and which he as a publisher professes
himself not to use ; nor shall a publisher sell his books to so-called independent agents or dealers or
agents when he knows they are to use unfair or dishonest meansto distribute the booksto the public. No
publisher shall be a party to doing indirectly what he professes not to do directly.

12. Resolved, That it shall be an unfair practice to take a name which so closely resembles the name
of an aready existing firm as to tend to cause confusion and mislead the public.

13. Resolved, That all testimonials should be genuine and apply to the book or books actually offered
; that generally the compl ete testimonial should be given ; and that in caseswhere only apart isused, such
part should fairly state the name of the writer, and in no case shall words, phrases, or sentences be taken
from atestimonial and be used for selling purposes which when taken from their context have adifferent
meaning from that intended by the writer; that public bodies, libraries, or associations should not be
advertised or represented as commending a set of books unless advised as to the use of such
commendation, and unless the fact isthat the public body, library, or association as such and not merely
someindividual hascommended the work and that no testimonial from any source whatsoever which has
been obtained by purchase, gift, or honorarium be used ; securing testimonials by such means, whether
by more or less open or by subtle methods is condemned.

14. Resolved, That these resolutions, in so far as practicable, become effective at once; except that
whereany changein an existing edition of abook or set of books may be required, theseresol utionsapply
to all future editions or printings.

With the exception of resolution No. 10, the resol utions as stated above were adopted by the
membersof theindustry present unanimousdly. Attentionisalso directedto thefact that itisthe
intention of the industry to put these resolutions into effect immediately.

Theaboveresol utionswerereported to thecommission and after considerationwerereceived
and approved.

Bandinstrument manufacturers.--Thissubmittal washeld at Chicagoon July 15, 1924. Those
present at the meeting were :

F. A. Buescher, representing the Buescher Band Instrument Co., Elkhart, Ind.

James A. Bell, representing the Buescher Band Instrument Co., Elkhart, Ind.

C. H. Taylor, representing Frank Holton & Co., Elkhorn. Wis.

J. C. Cox, representing Frank Holton & Co., Elkhorn, Wis.

A. P. Bassett, representing the Martin Band Instrument Co., Chicago, Ind.

C. H.Flint, representingthe E. A. Couturier Band Instrument Co.; Lyon& Henly (Inc.,); William Frank
Co., Chicago, Ill.

Alfred L. Smith, representing the National Association of Band Instrument Manufacturers, New Y ork
City.

It appeared that theindustry had theretofore agreed upon acode of ethicsfor the government
of their business, which was announced on January 1, 1924, in a bulletin entitled
“ Announcement of Elimination of Secret Subsidiesto Musicians,” which bulletinisin words
and figures asfollows::
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ANNOUNCEMENT, JANUARY 1, 1924

The use, ownership, or recommendation of any make of baud instrument by a professional musician,
or by any other person who for some reason may be supposed to be specially well informed about or have
an exceptional opportunity to judge the real merits of band instruments, is accepted by the buying public
as indicating honest preference for that make of instrument. based solely on merit. Thus a false and
misleading impression is created when there has been a secret inducement of any kind.

The subsidizing secretly of prominent musicians and others by manufacturers and dealers in band
instruments for the advertising value to be derived therefrom, has devel oped or tended to develop unfair
competition, improper trade practicesand unfair pricediscrimination to buyers, and hasmisled thepublic.
Such a condition of affairsis detrimental to the best interest of both the industry and the buying public.

There are various methods of subsidizing professional musicians. It has been amore or less common
practiceto giveto bands, orchestras, andindividual musicianstheinstrumentsthey require professionally.
Sometimes the instruments have been merely loaned. Also in a few cases prominent professional
musi cians have been paid salaries to induce them to use certain instruments.

Not all subsidies, however, aredirect. Preferential discounts, special instrumentsat regular prices, extra
plating or engraving on instruments without charge, abnormal allowances for used instruments taken in
exchange; i. e, traded in, special terms of credit, subscriptions to or payments of advertising or other
expenses of musical enterprises or organizations are typical indirect subsidies.

Thegranting of subsidies hasbeen by no meansconfined to prominent professional musicians. A secret
special discount to’ an influential member of the village band is no different in effect from the payment
of alarge salary to an artist of international reputation. He may be any person whose ownership or
advocacy of a particular make of band instrument for some special reasons adds to the reputation of that
instrument in the community.

Even when no subsidy isinvolved, the granting of excessive allowancesfor used Instrumentstakenin
exchangeisagainst publicinterest. It constitutespricediscrimination andisunfair to customerswho have
no instruments to exchange or who trade in their instruments as a fair valuation Overallowances are
conducive to the development of misleading and improper trade practices, such as quoting fictitiously
high prices and making false reductions on new instruments when no used instrument is taken in
exchange. Furthermore, a consistent policy of granting overallowances on used instruments leads
inevitably to either business failure or to a regular policy of overpricing of new instruments to the
consequent detriment of the buying public. The evil of granting overallowancesis frequently promoted
by ignorance of thereal value of theinstrument taken in exchange and the difficulty of obtaining accurate
information on that subject.

In view of these facts and in the public interest, the undersigned manufacturers and dealers in band
instruments do hereby agree not to subsidize musicians or othersin any manner whatsoever, and to this
end they agree specificaly :

I. That they will not give away Instruments to prominent musicians or others.

2. That they will not loan instruments for the purpose of having them used by prominent musicians or
others.
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3. That they will not pay salaries, fees, or gratuities to induce prominent musicians or othersto use or
recommend their instruments.
4. That they will not grant to prominent musicians or others secret discounts or rebates or special terms
not available to retail customers generally.
5. That they will not grant allowances in excess of the actual value of second hand instruments taken
in exchange for new.
(Signed) C. Bruno & Sons, Buegeleisen & Jacobson, Buescher Band Instrument Co., C. G. Conn
(Ltd.), E. A. Couturier Band Inst. Co., Cundy-Bettoney Co., W. J. Dyer & Bro., Carl Fischer William
Frank Co., Fred Gretsch Mfg. Co., Frank Holton & Co.,J.  W. Jenkins' Sons Music Co., Leedy
Mfg. Co., Ludwig & Ludwig, Lyon & Healy (Inc.), Martin Band Instrument Co., Pan-American
Band Ingt. & Case Co., Harry Pedler Co. (Inc.), , H. & A Selmer (Inc.), The Vega Co., H. N. White
Co., Rudolph Wurlitzer Co., J. W. York & Sons.

At said meeting of July 15, 1924, there was aso presented a letter from C. G. Conn Co.
(Ltd.), signed by C. D. Greenleaf, president of said company, and also president of the
Association of Band Instrument Manufacturers which letter is in the words and figures
following .

ELKHART, IND. July 14, 1924.
FEDERAL TRADE COMMISSION,
14 West Washington Street, Chicago, III.

GENTLEMEN : | regret very much that | am prevented by illness from appearing before the
commission at thistime. | wish to assure the commission that this company isin hearty accord with the
so-called code of ethics as adopted by the heading manufacturers and jobbers of musical instruments,
copy of which isinclosed.

| believe that this agreement marks the beginning of avery desirable reform, which will be entirely in
the public interest in every way, and that if the Federal Trade Commission sees fit to give to this
agreement its formal approval, this approval will be of great assistance in securing adherence to the
provisionsof thisagreement by theretail trade. The signatoriesto thisagreement may be depended upon
to carry it out, but, of course, there is no way by which the manufacturers can prevent their dealers from
continuing these very vicious practices if they so desire. The approval of these principles, however, by
the Federal Trade Commission would have avery great effect in bringing about the compliance on the
part of theretail trade in general, and if this can be done | believe that these practices, which have been
so long an evil and a detriment to the public interest, can be finally stopped.

Yoursvery truly,
(Signed), C. D. GREENLEAF, President.

It was represented to the commissioner that practically the entire industry was represented
in the agreement set forth above. The parties undertaking to observe this code of ethics are
composed of manufacturers and importers of band instruments, and they re quested and
petitioned the Federal Trade Commission to give its approval to the principles laid down in
said bulletin and to announce the same to the industry and the public.
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After consideration of the matter, it was concluded by the commission as follows:

[. That the commission accepts and approves the code of ethics so adopted by the
manufacturers of band instruments so far as the same relates to the subsidizing of musicians,
and will take cognizance of violations of the same; and

2. That asto other matters covered by said code of ethicsthe commission receives and takes
note of the same as representing the views and opinions of the industry.
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Thisdivision is under the supervision of the chief economist, the economic advisor of the
commission. The general economic work during the fiscal year, as in previous years has
formed avital part of the commission’s activities, and one that is fundamental for the proper
presentation to the Congress, to the President, and to the public, facts relating to the
organization, practices, and results of commercial enterprises. Such facts are fundamental not
only with respect to the general problem of maintaining healthful competition inindustry and
restraining the encroachment of monopoly, but are also useful in the fields of industrial
organization and marketing methods and for constructive legislation. Important acts of
Congress have resulted from such inquiries while in other cases they have had significant
relationsto judicial proceedings or to administrative policies. This economic activity isthe
continuation and enlargement of the Bureau of Corporations, the predecessor of the Federal
Trade Commission, and was, indeed, the purpose of the original Federal Trade Commission
bill.

Asillustrationsthe following facts may be mentioned : The Webb-Pomerene Act regarding
export associations was passed in consegquence of Report on Cooperation in American Export
Trade; the packers and stockyards act was the result of Report on the Meat Packing Industry.
Thereports of the commission frequently make recommendationsfor legislative action. Trust
suits against the packers’ combination and the newsprint manufacturers , association resulted,
respectively, from the meat packing industry and newsprint paper reports. The decreein the
Harvester case was reopened in consequence of Report on the Causes of the High Prices of
Farm Implements, and for the handling of the packer decree the Department of Justice was
furnished with special data and recommendations. In the decisions on the packers and
stockyards act and on the grain futures act the Supreme Court relied on and quoted the reports
of the commission relating to the meat packing industry and to the grain trade. During the war
the commission’ s cost-finding work was the basis for governmental price fixing, and even
after the war similar service was given to administrative authoritiesin the of coal strikes, and
for the purchase of certain
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supplies under agreements with the manufacturers. In response to requests for reports
regarding economic conditions from the President reports wore made to President Wilson on
thefall of wheat pricesin 1920, to President Harding on the general pricedislocationsin 1921,
and to President Coolidge regarding the charges of manipulation of gasoline pricesin 1924.
Thecollection, currently of information on prices, costs, and profitsof basicindustriesin 1920
was an administrative action of great significance, which was interrupted by certain judicial
proceedings challenging thelegidlative powers of Congress. A somewhat similar activity was
developedin 1923, asaresult of arecent inquiry by the President into the high prices charged
by anthracite coal dealers.

Thisbranch of thework is carried forward primarily under section 6 of the act, which grants
the commission power to gather information concerning any corporation engaged ininterstate
and foreign commerce (except banks and common carriers) and also authorizes the
commission, upon thedirection of the President or either House of Congress, toinvestigateand
report the facts relating to any alleged violation of the antitrust acts by any corporation. The
power of the commission to require annual or special reports under this section is now before
the Supreme Court of the United States Other duties of the commission in this field are to
investigate and report to the Attorney General the manner inwhich final decrees of the United
States courts to prevent violations of the antitrust acts are being carried out ; upon application
of the Attorney General to investigate and make recommendationsfor the readjustment of the
business of any corporation alleged to be violating the antitrust acts ; to classify corporations
; and to investigate trade conditions in foreign countries. As has been true from the beginning
most of the inquiries have been initiated at the request of Congress or of the President.

Section 6 of the act reads :

SEC. 6. That the commission shall also have power

(@) To gather and compile information concerning, and to investigate from time to time the
organization, business, conduct, practices, and management of any corporation engaged in commerce,
excepting banks and common carriers subject to the act to regulate commerce, and its relation to other
corporations and to individual s, associations, and partnerships

(b), Torequire, by general or special orders, corporations engaged In commerce, excepting banks, and
common carriers subject to the act to regulate commerce, or any class of them, or any of them,
respectively, to filewith the commission in such form asthe commission may prescribe annual or special,
or both annual and special, reports or answers in writing to specific questions, furnishing to the
commission such information as it may require as to the organization, business, conduct, practices,
management, and relation to other corporations, partnerships, arid individuals of the respective
corporations filing such reports or answersin writing. Such reports and answers shall be

14948---24---6



76 ANNUAL REPORT OF THE FEDERAL TRADE COMMISSION

made under oath, or otherwise, asthe commission may prescribe, and shall be filed with the commission
within such reasonabl e period as the commission may prescribe, unless additional the be granted in any
case by the commission.

(c) Whenever afina decree has been entered against any defendant corporation in any suit brought by
the United States to prevent and restrain any violation of the antitrust acts, to make investigation, upon
its own initiative, of the manner in which the decree has been or is being carried out, and upon the
application of the Attorney General it shall beits duty to make such Investigation. It shall transmit to the
Attorney General a report embodying its findings and recommendations as a result of any such
investigations, and the report shall be made public in the discretion of the commission.

(d) Upon the direction of the President or either House of Congressto investigate and report the facts
relating to any aleged violations of the antitrust acts by any corporation.

(e) Upon the application of the Attorney General to investigate make recommendations for the
readjustment of the business of any corporation alleged to be violating the antitrust actsin order that the
corporation may thereafter maintainitsorgani zation, management, and conduct of businessin accordance
with law.

(f) To make public from time to time such portions of the information obtained by it hereunder, except
trade secrets and names of customers, as it shall deem expedient in the public interest ; and to make
annual and specia reports to the Congress and to submit therewith recommendations for additional
legidlation ; and to provide for the publication of its reports and decisions In such form and manner as
may be best adapted for public information and use.

(g) From time to time to classify corporations and to make rules and regulations for the purpose of
carrying out the provisions of this act.

(h) Toinvestigate, fromtimeto time, trade conditionsin and with foreign countrieswhere associations,
combinations, or practices of manufactures, mer chants, or traders, or other conditions, may affect the
foreign trade of the United States, and to report to Congress thereon, with such recommendations as it
deems advisable.

Inquiries were conducted during the year by the economic division in response to eight
congressional resolutions. These are listed below :

House Furnishings, Senate Resolution 127, Sixty-seventh Congress, second session, adopted January
; Clicg)tzt%n Industry, Senate Resolution 262, Sixty-seventh Congress, second session, adopted March 29;
19C22(2).tton Industry, Senate Resolution 429, Sixty-seventh Congress, fourth session, adopted January 31,
19C22(3).tton Industry--Cotton Marketing Practi ces, Senate Resolution No. 252, Sixty-eighth Congress, first
session, adopted June 7, 1924.

Flour Milling, Senate Resolution 212, Sixty-seventh Congress, second session, adopted January 18,
19[3@ onal Wealth, Senate Resolution 451, Sixty-seventh Congress, fourth session, adopted February 28,
19I§>3:bort Grain, Senate Resol ution 133, Sixty-seventh Congress, second session, adopted December 22,
19I§éad, Senate Resolution 163, Sixty-eighth Congress, first session, adopted February 16, 1924.
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The above list includes two resol utions passed by Congress during the period July 1, 1923,
toJune 30, 1924. Theserel ate, respectively, to cotton-making practices and theflour and bread
industry. Copies of the resolutions follow.

Cotton-marketing practices, Senate Resolution 252, Sixty-eighth Congress, first session,
adopted June 7, 1924:

Resolved, That for the purpose of providing the Congress with information to serve asabasisfor such
legislation as may in its opinion be found necessary for the regulation of the shipment or sale of cotton
in interstate and foreign commerce, and to investigate and report the facts relating to any alleged vio-
lations of the antitrust acts by any corporation, the Federal Trade Commission isauthorized and directed
to investigate (in pursuance of the powers conferred upon it by subdivision (d), of section 6 of the act
entitled “ An act to create----a Federal Trade Commission, to define its powers and duties, and for other
purposes, approved September 20, 1914, as amended, and in pursuance of any other power conferred
upon it by such act), the facts relating to alleged shipments and salesin interstate or foreign commerce
by cotton factors or shippers of cotton held by them as security for advances, or otherwise, and to report
to the Senate, not later than December 1, 1924, itsfindingsthereon, together with such recommendations
asit may deem advisable.

Flour and bread industry, Senate Resolution 163, Sixty-eighth Congress, first session,
adopted February 16, 1924:

Resolved, That the Federa Trade Commission be, and it is hereby, directed to investigate the
production, distribution, transportation, and sale of flour and bread, including by-products, and report its
findings in full to the Senate, showing the costs, prices, and profits at each stage of the process of
production and distribution from the time the wheat leaves the farm until the bread is delivered to the
consumer ; the extent and methods of price fixing, price maintenance, and price discrimination ; the
developments in the direction of monopoly and concentration of control in the milling and baking
industries, and all evidence indicating the existence of agreements, conspiracies, or combinations in
restraint of trade.

A memorandum covering all inquiries made by the Commission sinceitsorganization, at the
direction of the President or in response to congressional resolutions and requests of the
General, has been prepared and is found on page 92.

Theprincipal subjectsof inquiry for the economic division during thefiscal year ended June
30, 1924, including presidential and congressional, were with respect to the prices of gasoline,
cottontrade practices, taxation and tax-exempt income, graintrade costsand profits, conditions
in the house-furnishing industries, prices and profits of flour millers, and premium prices and
speculation in the anthracite trade.

Theinquiry with regard to gasoline prices, which included al so the general conditionsinthe
petroleum industry, was made pursuant to arequest of the President asaresult of acomplaint
from the Governor of South Dakota. A comprehensive report was prepared
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by the commission on this subject, which was referred by the President to the Attorney
General. The report was prepared jointly by the chief economist and chief examiner.

In connection with certain Senate resolutions calling for investigation into the methods of
trading in cotton and in future contracts for the delivery of cotton, the Commission concluded
an extensive inquiry into the subject in the course of which a hearing was held to obtain the
opinions of all those directly interested in cotton prices. The commission madein compliance
with themandate of the Senate several important recommendationsfor theimprovement of the
present law regulating the cotton trade, which are specifically mentioned below.

Asthefirst part of abroad inquiry into national wealth, income, and taxation called for by
a Senate resol ution, the commission issued areport on taxation and tax-exempt income which
showed the amount of taxation and debt of the Federal, State, and local governments, and the
great increases therein, the amount of tax-exempt securities, with an estimate of the amounts
held by corporations or personsof largeincomes, and briefly, therelative burdens of taxation.

A genera inquiry into the flour-milling industry resulted in areport setting, forth the recent
devel opmentswithrespect to prices, costs, and profits, and made certain constructive proposals
regarding the elimination by legislation of various odd sizes of flour packages, which cause
useless expense to the miller and are confusing and disadvantageous to the consumer.

The full report on costs and profits of grain middlemen was issued during the year, setting
forth not only the profits of country and terminal grain elevators but also measuring by
statistical methods, for the years investigated, the average spread or difference between the
prices received by the farmer and those paid by the grain converter or exporter.

In the further study of the house-furnishing industry, the commission completed and issued
areport on household stoves, in which theactivity of trade associationswerefound to have had
a considerable influence on the course of prices.

Following arequest of the President to examine certain alleged unfair practicesin the sale
of anthracite at abnormally high prices during the panic-market conditions in the autumn of
1923, thiscommission continued aplan of callingfor current reportsfrom anthracitewholesale
dealers regarding their selling prices, which had been initiated shortly before by the United
States Coal Commission, just then about to go out of existence. Theinformation, so obtained,
waspublished fortnightly, and thework wascontinued until themarket had practically returned
to itsusual condition.
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As in previous years, al the more important economic inquiries conducted by the
commissionwereinitiated directly at therequest of the President or of Congress. Theeconomic
division was aso called upon during the year to render extensive assistance to the United
States Coal Commission, through the loan of employees who were expert in the problems of
the coal industry. It also loaned three accountants to the Senate Committee investigating the
so-called Teapot Dome lease, for the purpose of examining the books of stock-brokers and
ascertaining whether there had been any speculationin oil stocksin that connection by persons
in public office.

GASOLINE

In compliance with a communication from the President of February 7, 1924, directing an
immediate inquiry by the commission into conditions in the petroleum industry, concerning
which com plaints had been lodged by Gov. W. H. McMaster, of South Dakota, the
commission submitted to the President on June 4, 1924, areport onthe* Increasein Gasoline
Pricesin1924.” Governor McMaster’ s charges, which wereembodiedin apublished telegram
to the President under date of February 6, 1924, were (1) an accumulation of large stocks of
crude petroleum at very low prices by the Standard Oil interests during the last half of 1923
; (2) a"corner” of the crude-petroleum market by these interestsin January, 1924; (3) alarge
increase in refinery prices of gasoline in the period from January 15 to February 6, 1924,
brought about as a result of this “corner” and without regard to conditions of supply and
demand; and (4) excessive profit-taking in the sale of gasoline.

A proper sifting of these charges involved an examination of the production, stocks,
investment, and profits of producers, refiners, and marketers, and a study of competitive
conditionsin theindustry asawhole, with particular referenceto the position and activities of
the so-called Standard group. The data contained in the report were secured by means of
schedules, interviews, and direct examination of the books of the more important companies.
Examination of correspondence files of a number of companies, with a view to securing
evidence of any price-fixing activities, was made by the legal division.

Upon receipt of the report, on June 4, 1924, the President referred it to the Department of
Justice for consideration in connection with an inquiry into related phases of the petroleum
industry which was under conduct by that department. Pending action or suggestion by the
President or the Attorney General, the commission’s report has not been made public.
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COTTON TRADE

Under Senate Resolution No. 262, of March, 1922, and again under Senate Resolution
No0.429, of January, 1923, the commission was directed to make inquiry into the causes of the
depressed pricesof cotton, the operations of the cotton exchanges and thetrading thereon , and
alleged corporate violations of the antitrust laws. In the event that the commission found
remedial |egislation necessary, it wasdirected to inform the Senate thereof and to subunit such
recommendations as it deemed appropriate.

In February, 1923, a preliminary report under Senate Resolution No. 262 was made to the
Senate dealing chiefly with the causes of the declinein cotton prices. Following thisreport the
inquiry under the two resolutions. was combined.

During the fiscal year closing June 30, 1924, field work at the cotton exchanges was
continued for athe, and the marketing of cotton by the grower was a so investigated. In view
of the wide differences of opinion expressed by various members of the cotton trade and by
other persons interested therein, particularly in regard to proposed changes in the system of
future trading in cotton, the commission called a conference in November, 1923, at which the
exchanges, cotton growers cooperative associations, merchants, spinners, and others were
invited to state their opinions. In April, 1924, the Report On the Cotton Trade was submitted
to the Senate.

Thisreport showsthat, on the whole, competition for the growers cotton has been greater in
recent yearsthan formerly, twoimportant contributing factorsbeing theincreasein the number
of southern cotton mills and the increase in cotton growers' cooperative associations. Of the
latter, there are over adozen, nine of which, in 1923, handled in the aggregate about 700,000
bales. In selling cotton competition was also found generally active, but certain letters are
presented in thereport which strongly indicate that an attempt wasmade by at least twoleading
merchants to bring about an agreement or understanding with regard to “selling basis’ (the
number of points“on” or “off” futures) in quoting prices of cotton to southern mills. Onetrade
criticism of the three largest merchants was to the effect that, by virtue of their large volume
of futuretrading, they couldindividually manipulate or affect future pricesto the disadvantage
of the other traders.

A comparison of the operating marginsof three nonstapl e cooperativeassoci ationswith those
of the merchants reporting for the year 1922-23 isfavorablein several respectsto the former.
Thisresultisnot conclusive, however, except for 1922-23, sincethe comparisonisfor oneyear
only.
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The report discussesin detail the various proposal's which have been made for the revision
of the grades deliverable on contract. The commission considered that the only one which
promised desirabl eresultswasthethree contiguousgradescontract, providing that the delivery
on each contract be composed of not morethan three adjacent or contiguousgrades, which may
be any of those now deliverable. The commission did not, however, recommend that thisform
of contract should be employed unless southern warehouse delivery was also adopted. The
commissionwas of the opinion that the contiguousgrade contract would proveto beavaluable
adjunct of southern deliveries (1) by offsetting in part the decreased value of the contract
arising from the additional option given to the seller of contracts asto place of delivery ; (2)
by counteracting in part the depressing effect on future prices of deliveries of varying grades
on each contract, which tends to be emphasized by the number of delivery points; (3) by
making it more practicable for the smaller merchant to take delivery of cotton on future
contracts, thus reducing the tendency to run from delivery notices; and (4) by improving,
through the increased merchantability of the delivery, therelationship of spotsand futuresand
licence the serviceability of the future market for hedging.

To establish more accurate spot quotations and differences, therefore, the commission
recommended (1) that there be substantial uniformity of procedure in determining quotations
and differences; (2) that all pertinent price information, such as quantity, price, grade, and
staple, bereported for every spot sale and be made the basi s of spot quotations and differences
by mathematical computations ; (3) that this information be verified by a committee of com-
petent classers, preferably not engaged in the trade; and (4) that, in view of the disparity in
volume of sales among the several markets, the feasibility of taking a*“weighted” average of
their differences, instead of a“ simple*average, for usein the settlement of the future contract
should be considered.

The commission thought that some form of southern delivery on New Y ork contracts should
be adopted and recommended, therefore, that Congress enact legislation to that end. The
strongest argument for afutures market isthat it furnishes a safe hedge for cotton merchants
but the New Y ork futures market does not alwaysdo this; infact, itisfrequently manipulated,
its prices being forced out of line, so that in recent years the New Y ork futures market has
failed to perform satisfactorily its chief function.

The commission expressed the opinion that the better features of the New Y ork futures
market could be maintained, and much of the ground for criticism eliminated, by the adoption
of some system of southern warehouse deliveries on New Y ork contracts. It was
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recommended (1) that the number of southerndelivery points selected for New Y ork deliveries
be few and that, at least for the present, they be only Atlantic and Gulf ports ; (2) that the
delivery, inspection, and certification of cotton at southern ports be under rigid Government
supervision and that deliveriesbe only fromwarehouses|icensed under the Federal warehouse
act ; (3) that the tender of cotton on futures at New Y ork be no longer permitted.

Thepublic, thecommission believes, isentitled to prompt information regarding the volume
of trading in cotton futures and the total open interests, by options, namely, the open tradeson
the books of members. Such figures should be published currently.

The commission also recommended that consideration be given to areduction in the size of
the contract delivery (100 bales) , because areduction in the size of the delivery would render
the contract more merchantable and at the same the would permit closer hedging.

Subsequent to the submittal of thisreport, namely, on June 6, 1924, another resolution was
passed by the Senate calling for a further inquiry into certain alleged practices in the
merchandising of cotton, but activework onthisinquiry wasnot initiated during thefiscal year
here under report.

TAXATION AND TAX-EXEMPT INCOME

Senate Resolution N0.451, adopted February 28, 1923, directed the commission to make an
inquiry into and to compile data concerning the total amount of the chief kinds of wealthinthe
United States, to ascertai n the ownership thereof and the encumbrancesthereon, including both
public and private indebtedness, to determine for recent years the amount of the annual
increasein thewealth of thiscountry in the variouslines of economic activity and by different
classesof the popul ation ; and al so to obtain information respecting the amount and ownership
of income exempt from Federal taxation and to report upon the various phases of the inquiry
assoon aspracticable. Anamendment to theresolution instructed the commission to ascertain
the aggregate taxes levied by States, counties, municipalities, and other taxing bodiesfor the
last fiscal year and for the corresponding period of five years previous.

On account of the comprehensiveness of the subject matter, and in order to expedite the
inquiry and to enable the commission to report on certain phases of immediate public interest
at an early date, the work was confined at first to the preparation of areport on Taxation and
Tax-Exempt Income, which was submitted to Congress on June 6, 1924.
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This report shows the amount of tax-exempt securities outstanding in 1922, presents
estimates of the amounts of such securities held by corporations, by wealthy individuals, and
by al others; gives estimates of the amount of Federal taxeswhich might be collected, if these
securities were taxabl e shows the amount of the National, State, and local public debt in 1917
and 1922, together with the purposes for which incurred; gives the aggregate tax burden for
Federal, State, and local purposes, and points out where the heaviest tax burdens lie. The
salient facts set forth in this report are as follows:

The total amount of tax-free securities outstanding on December 31, 1922, amounted to 32
billion dollars, of which 12 billions were wholly tax free and over 20 billions subject only to
surtaxes. Of the 12 billions wholly tax free, about $2,294,000,000 were Federal bonds and
$8,797,000,000 were Stateand local securities. Itisestimated that businesscorporationsowned
$10,700,000,000 of tax-exempt securities, a smal group of wealthy individuas
$4,450,000,000, and al other owners $16,770,000,000. It is estimated that the tax-exempt
interest received during 1922 by individuals whose taxable incomes exceeded $10,000
amounted to $176,000,000, of which $97,000,000 was wholly tax free and over $78,000,000
conditionally subject to surtax. The maximum possible addition to the Federal income under
the 1922 tax ratesthrough the taxation of securities now exempt by law would have been about
$100,000,000.

Between 1912 and 1922 the aggregate debt of the National, State, and local governments
increased more than sixfold, and was about 32 billion dollarsin 1922. The enormous increase
inthenational debt wasdue, almost wholly, to the World War and itsimmediate consequences.
The major portion of the increase in the debts of the State governments was due to highway
construction and soldiers’ bonusbonds; two-fifths of thetotal in 1922 being for highwaysand
morethan one-eighth for soldiers’ bonusbonds. The bonded debt of the citiesincreased 32 per
cent between 1917 and 1922, the chief purposes being to provide facilities for public health,
transportation and education.

The aggregate tax burden for National, State, and local purposes was over seven and three-
fourthshillion dollarsin 1922, which was anincrease of 127 per cent over 1917. Federal taxes
wereover $3,600,000,000 in 1922, and constituted over one-half of thetotal tax burden, while
State taxes were one-ninth of the total.

Theaggregate of National, State, and local taxeswasheaviest per capitaof population among
the North Atlantic, Rocky Mountain, and Pacific States, but was most burdensome to
agricultural communities, particularly in the large wheat-raising States, which suffered from
an unprecedented price decline for their products.
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whilethegeneral pricelevel remained high. Reflecting theeconomic distressof theagricultural
population, the mercantile and bank failuresin Idaho, Montana, the Dakotas, Nebraska, lowa,
and Kansas increased from 1919 to 1924 in much greater proportion than in the country asa
whole. Nearly one-fourth of all farmersin Kansasand lowa, nearly 3 out of every 10 farmers
in Nebraska, nearly 4 out of every 10 in South Dakota, over half those in North Dakota, and
5 farmers out of every 8in Montanahave either lost their farms in bankruptcy or’ foreclosure
proceedings, or otherwise, or retained them only through the leniency of their creditors. Plans
for areduction of the present great burdens of taxation should be adjusted especially with a
view to this depressed condition of agriculture

The work on the remaining phases of the inquiry, relating to’ the total amount of the chief
kinds of wealth in the United States, the ownership thereof and the encumbrancesthereon, and
the amount and distribution of the annual income of the people, isbeing carried on asrapidly
as the limited funds and personnel available will permit.

FLOUR MILLING

Senate Resolution No . 212, adopted January 18, 1922, directed the commission to extend
a report on commercial wheat-flour milling. This was submitted to the Senate on May 16,
1924.

Although an effort was made to hamper the inquiry by the Millers' National Federation, the
leading association of the flour industry, through the publication of an opinion of its attorneys
advising the millers regarding their alleged rights to refuse information and by the
recommendation that under no circumstances should representatives of the commission be
given access to their books, papers or documents, or be permitted to take any information or
copies, this advice was generally disregarded and practically every company requested,
including members of the federation, cooperated heartily in sending in the necessary data, or
in granting access to their books and in assisting the commission’s accountants in the
preparation of reports.

Thisreport shows amarked declinein flour costs, resulting from the unprecedented decline
in wheat prices since 1920. From January, 1919, to September 1922, the monthly average
guoted prices of flour declined 33 per cent in the Minneapolis market and 43 per cent in the
Kansas City market ; wheat prices declined 50 per cent in Minneapolis and 55 per cent in
Kansas City, while bread prices declined about 2 per cent in Minneapolis, about 15 per cent
in Kansas City (dueto apricewar) , 6.6 per cent in Boston, and 2 per cent in New Y ork City.
This comparison indicated that the decline
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in wheat prices, so disastrous to the farmer, benefited the purchaser of bread very little.

Concentrationintheindustry is shown by adecrease in the number of merchant wheat-flour
mills from 6,900 in 1914 to 4,800 millsin 1921, while the average mill production increased
from about 16,900 barrels to 23,000 barrels per annum. In 1921 five large flour-milling
companies, operating 49 mills and each producing in excess of 2,000,000 barrels, had an
aggregate production of over 25,000,000 barrels, or nearly 23 per cent of the country’ stotal.
This concentration was largely the result of the expansion of business on the part of some of
the largest flour-milling concerns, although it was partly the result of the merging of different
interests.

Extensive data on flour-milling investment and income for the four-year period 1919-1922,
were secured from 108 companies, which produced over 40 per cent of the total wheat-flour
output of the country, and also for the 10-year period 1913-1922 from 28 identical companies,
producing about 29 per cent of the production.

The average rate of net profit on the milling investment for all companies combined for the
four-year period 1919-1922 was 10.6 per cent. The annual average rates were as follows :
1919, 13.9 per cent; 1920, 14.9 per cent; 1921, 1.6 per cent, and 1922, 10.9 per cent. The
average rate of profit of these companies varied considerably according to the sections of the
country inwhichthey werelocated. Theaveragerate of milling profit for individual companies
showed awiderange. Thusin 1920, when the average for all companieswas 14.9 per cent, the
rate for individual companies ranged from aloss of 51.4 per cent to a profit of 49.2 per cent.
Ontheother hand, .in 1921, when the average rate of profit for all companieswasonly 1.6 per
cent, the range was from aloss of 72.6 per cent to a profit of 44.1 per cent.

The milling profit per barrel in the four-year period 1919-1922 showed a wide range for
different yearsand for different milling districts. The average annual milling profit per barrel,
on al flour sold for all companies covered, ranged from 6 centsin 1921 to 58 centsin 1920,
with an average for the period 1919-1922 of 36 cents per barrel.

Theaverage cost of wheat flour for the 108 companieswas $8.85 per barrel for thefour years
1919-1922, the annual average cost ranging from $10.98 per barrel in 1920 to $5.97 per barrel
in 1922. For the 10-year period the annual average cost of producing a barrel of wheat flour
increased rapidly from 1913 to 1920, after which there was a sharp decline. Thus the annual
average cost for the 28 identical companiesincreased from $3.84 per barrel in 1913t0 $11.09
per barrel in 1920, and then decreased to $6.03 per barrel in 1922. There wasawiderangein
the total cost per barrel for mid-
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vidual companies. This was largely due to the wide differences in the price of: the wheat
ground in different sections of the country, depending upon the kind and quality of wheat as
well asthe locality of growth.

The average cost of the wheat ground in the four-year period was $9.01 per barrel of flour
produced, or 89.1 per cent of thetotal cost, while in the 10-year period the average for the 28
companies was $7.25 per barrel, or about 90 per cent. Labor and also general expenses,
including depreciation, were each $0.25 per barrel, or 2.5 per cent of thetotal cost in the four-
year period. Packages constituted the second largest item of cost, being $0.40 per barrel, or
4 per cent, in 1919-1922.

The absence of Federal laws regulating the sizes of flour and feed packages and the widely
varying State laws and customs have resulted in an unnecessary diversity and multiplicity of
packages, thusincreasing cost of production and distribution. The need of standardizing the
sizes of packages by law has long been recognized. The laws of various States requiring that
the weight contents shall be marked on each package do not satisfy thisneed. Forty-one States
have such laws for flour packages, and 46 States for commercia feeding stuffs. Weight
marking lawsafford norelief fromthewasteinvolvedinamultiplicity of packages, nor dothey
give full protection against deception of the consumer.

Not less than 34 different sizes of flour packages are now in use in the domestic trade.
Reports from 80 representative milling companies show that more than 97 per cent of their
combined sales in 1922 were in 12 different sizes of packages, which, in fact, really
represented only 6 substantially different sizes of packages, namely, the barrel, half barrel,
quarter barrel, eighth barrel, and sixteenth barrel, and the special 140-pound export sack. The
close resemblance between 48 and 49 pound sacks, 24 and 24 2 pound sacks, and 12 and 12
1/4 pound sacks, respectively, affords an easy opportunity for deceiving the uninformed or
unobservant purchaser.

Aside from the 140-pound sack, which is the customary size for bulk sales and export
business, the entire list of flour packages might well be limited to a few standard sizes, each
one of which would be so distinctly different in weight asto leave no room for mistake by the
purchaser. The proposed “decimal weight law” would accomplish this purpose. It aims at a
simplicity and economy, and its adoption would remove the unsatisfactory conditions arising
from the present multiplicity of packages. This proposed law appears to have practically the
unanimous and unqualified approval of all the factors engaged in the different branches of
business which have to do with the production and distribution of flour and feed.
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GRAIN TRADE

During the fiscal year there was completed and sent to the printer Volume 1V of the
commission, sreport on the grain trade, dealing with the costs, profits, and marginsinvolved
in the handling of grain.

Comparisons of the results of the cooperative, independent, and line elevators were found
to be favorable to the cooperative type in a number of particulars. The cooperative obtained
on the average the largest gross revenue from the sale of grain, while the independent secured
the next largest and the line the smallest. The cooperative, in five out of six years compared,
handled grain on a narrower margin of gross profit than did the independent, while both the
cooperative and independent types averaged lower gross profits per bushel than the line
elevators in every one of the five years for which comparisons could be made. Before de-
ducting any patronage dividends paid, and disregarding hedging results, the cooperative gross
profit per bushel ranged from about 2 to 7 cents per bushel, whereasthat of the line elevators
ranged from about 4 1/4 to 13 3/4 cents per bushel. The explanation of the narrower gross
profit of the cooperatives, as compared with the other types of elevators, lies apparently in the
very much larger volume of grain sold per elevator.

Of the gross spread per bushel between the producer, on the one hand, and the converter,
exporter, and feed dealer, on the other hand, transportation cost frequently exceeded the
amount received by grain middlemenintheyears compared. For theperiod 1912-13t0 1916-17
the spread between the producer and the converter averaged about 24.71 centson wheat, 17.22
centson corn, and 14.38 cents on oats. In 1919-20 the wheat spread averaged 33.20 cents, the
oats spread 17.14, and the corn spread 17.80 cents. During the period 1912-13 to 1916-17 the
average transportation cost of wheat was 11.08 cents, as compared with 13.63 cents obtained
by country and terminal grain middlemen. In 1919-20 the transportation of a bushel of wheat
cost, on an average, 14.31 cents, as compared with the middlemen’s spread of 18.89 cents.

For the period 1912-13 to 1916-17 average spreads of country elevators were lower than
terminal middlemen spreadsonwheat , corn, and oats, butin 1919-20thereverse obtained. The
spread for terminal middlemen practically alwaysinvolvesmorethan onehandling of thegrain,
and for certain small portions may involve as high asfive or six. On the average a bushel of
grain is handled more than one and one-half times by terminal middlemen.

The commission recommended a wider and more general development of the patronage
dividend or truly cooperative principle, by
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country elevators, asameans of narrowing the country elevator spread. It was al so pointed out
inthereport that some direct saving to the producer in the spread of terminal middlemen might
be obtained through the devel opment of cooperative commission housesandterminal elevators,
provided that asufficient volume of business could be assured them. It suggested, further, that
cooperation in theterminal market branches of the grain trade should makeit possibleto effect
savingsinthe number of middlemen handlings, and also in thetransportation cost, by shipping
grain to its ultimate destination by the shortest routes and the most direct channels.

HOUSE FURNISHINGS

During the fiscal year the commission continued its inquiry into the house-furnishings
industries, which was undertaken pursuant to Senate Resolution No. 127, adopted January 4,
1922, directing the commission to inquire into factory, wholesale, and retail price conditions
intheprincipal branchesof thehouse-furnishingsgoodsindustries, and particularly to ascertain
the organization and inter relation of corporationsand firms engaged therein and whether there
were unfair practices or methods of competition or restraints of trade, and to report as the
various phases of the inquiry should be completed.

The first report, which was published January 17, 1923, and covered ordinary wooden
household furniture, was referred to in the last annual report.

The second report, on household stoves, was published October 1, 1923, as Volume 11 of
the report on House Furnishings Industries. It deals with investment, costs, prices and profits
of the stove industry, competitive conditions, and trade association activities.

Financial reports for 1920 and 1921 were secured from 78 stove-manufacturers and price
data for 1920, 1921, and 1922 were obtained from 75 manufacturers. Selling price and
purchase cost quotations from 15 wholesalers and 260 retailers were dealt with in the report.
Thereport shows that manufacturers' prices of stovesincreased about 176 per cent above pre-
war level, declined in 1921 and the first half of 1922, but after a slight recovery in the latter
part of 1922 were, in December of that year, still 120 per cent above pre-war level. The report
further states that--

Retailers' selling prices of stoves during 1920 to 1922 generally followed their reported purchase
prices, but did not rise in as g rent proportion as manufacturers prices in 1920 nor fall so much
subsequently. In October, 1922, they were about 11 per cent below the peak price of 1920.

The profits of the 78 stove manufacturers covered by this inquiry averaged 16.9 per cent of the
investment, including borrowed funds, in 1920, but only 1.1 per cent in 1921 their sales having been
reduced two-fifths in volume without a
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corresponding decline in costs. There was, however, a very wide variation in the profits of individual
companies, which during 1920 ranged from aloss of 14.7 per cent to a profit of 67 per cent, and in 1921
from aloss of 32.4 per cent to a profit of 45.8 per cent. Within these extremes the Individual rates of
profit were rather evenly scattered.

The mark-up in the cash selling prices of stoves for 260 retail dealers from whom information was
received ranged from 30 to 54 per cent, based on cost, and averaged 42.8 per cent and 39.6 per cent in
1920 and 1921, respectively.

For the study of competitive conditions, schedule returns were obtained showing the
organization and ownership of 183 manufacturers and a considerable mass of letters, minutes
of meetings, bulletins, and other documentswere secured by agents of the commission through
interviews and examination of the records and files of trade associations. The industry is
organized into various local associations which coordinate their activities through a national
association. These associations perform various useful and lawful services, but some of their
activities are evidently in restraint of trade. The report points out that--

Prices are frequently discussed at association meetings, and thereby informal understandings appear
to be arrived at among competitor’ sregarding a common price policy. Such price discussions are made
apparent by the correspondence among the officers and members ; but references thereto were either
omitted from the minutes of proceedings or camouflaged by the use of such substitute terms as “cost
comparison,” “conditions in the industry,” and the like.

Uniformity of price policy issought also by exchanging pricelistsand by notification of price changes,
sometimes directly, but often through the agency of association secretaries. Stove manufacturers who
make priceslower than those regarded as acceptabl e by the associations are criticized therefor and often
urged to increase their prices.

The price advances during 1920 came in distinct general movements that immediately followed
association meetings. Although pricereductionsduring 1921 and 1822 could not be entirely prevented,
that they were delayed and minimized by association activitiesis evidenced by the fact that these reduc-
tions also came in distinct general movements that followed immediately after association meetings and
closely agreed in amount with the consensus of opinionthere expressed. Notwithstanding these activities,
the depressed conditions of businessin 1921 prevented many manufacturers from making any profit in
that year.

Of the consumer’ s dollar spent for stovesin 1920, 23.8 cents went for raw materials, 35.8
cents for other manufacturing costs, 7.5 cents for manufacturers' profit, 2.9 centsfor freight
, and 30 cents for retailers’ expenses and profit; in 1921, 23.4 cents went for raw materials,
43.8 cents, for other manufacturing costs, 1 cent for manufacturers’ profit, 3.4 centsfor freight,
and 28.4 centsfor retailers’ expenses and profit.

Thethird volume under the resol ution covering conditionsin anumber of industries making
household |abor-saving devices and kitchen equipment was nearly completed during thefiscal
year.
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This volume will include data on vacuum cleaners, washing machines, sewing machines,
refrigerators, cooking ntensils, and various other articles, and consieration will also be given
to the problems of wholesale and retail distribution .

ANTHRACITE

Early in August, 1923, it was apparent that the threat of a strike of the anthracite miners, at
the expiration of their contract on August 31, was creating a buyers’ panic throughout the
country, and it was also apparent that some operators and whol esalers were taking advantage
of this panic to increase their prices unduly. In view of this condition the United States Coal
Commission adopted a plan of requiring wholesalers to report, weekly, their purchases and
sales of anthracite similar to the plan used by the Federal Trade Commission in the spring of
1917. Shortly before the Coal Commission ceased to function, on September 22, 1923, the
President requested the Federal Trade Commission to examine thefindings of fact of the Coal
Commission, in order to ascertain whether the passing of anthracite through numerous hands
before it reaches the consumer wasreally adevice by which the price was unduly raised, and,
perhaps, constituted an unfair trade paractice.

In complying with thisrequest the Federal Trade Comninission decided al so to continuethe
collection of the price data begun by the Coal Cominission and to issue bulletins thereon,
believing that publicity would tend to counteract the consumers' panic caused by dread of a
shortage in production which did not in fact exist. These data were promptly compiled and
published every fortnight , and the reports were continued until the market situation settled
down in the latter part of January, when “premium anthracite” became a comparatively
unimportant factor in the wholesale markets. The commission aso requested the anthracite
operators to report monthly, for the months of October, November, and December, 1923, the
mine prices at which sales in interstate commerce were made, and the quantity sold at each
price. A report summarizing the results of thiswork was prepared, but it was not issued until
after the close of the fiscal year.

BREAD

By Senate Resolution N0.163 the commission was directed to investigate the production,
distribution, transportation, and sale of flour and bread ; to ascertain costs, prices, and profits
at each stage of the process of production and distribution from time to time the wheat leaves
the farm until the bread is delivered to the consumer; and to inquire into developmentsin the
direction of monopoly and
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concentration of control inthemilling and bakingindustries, together with evidencesindicating
violation of antitrust laws. On March 7, 1924, the commission advised the Senate that it was
then without the funds necessary to comply with the resolution and could not do so without
incurring adeficiency. For thisreason but little was done on the inquiry until the funds of the
new fiscal year were available.

COOPERATION WITH THE LEGAL DIVISION

Asinpreviousyears, the services of the specially trained personnel of theeconomicdivision
was frequently in request from the legal division. Among the cases in which important
assistance of a professional economic or accounting character was called for were those
relating to the Pittsburgh basing point for steel prices, the Bethlehem-Midvale-Lackawanna
steel merger, the “premium prices’ for anthracite, and the costs of corn products. In certain
other cases considerable amounts of clerical service were rendered.

AID TO OTHER BRANCHES OF THE GOVERNMENT

The most important instances of formal aid rendered to other branches of the Government
were as follows :

Senate Committee on Public Lands.--In connection with aninquiry into theleasing of certain
petroleum reserves, especially the so-called Teapot Dome, the Senate Committee on Public
Landscalled upon the commission for accounting assistancein order to discover whether there
had been any speculation in the shares of certain petroleum companies by officials of the
United States Government. For this purpose the Commission detailed three accountants for a
period of several weeks, who examined the books of a large number of stock brokers, and
reported their findings directly to the Senate Committee.

United States Coal Commission.--As mentioned in the last annual report, alarge number of
experts and clerks, familiar with the problems of the coal industry, were loaned to the United
States Coal Commission to assist in its investigations. The Coal Commission utilized their
experienceto conduct an inquiry into costs, prices, and profitsof coal mine operatorsinwhich
the information called for was substantially the same as that called for by the inquiry of the
Federal Trade Commissionin 1920, but which was opposed by the National Coal Association
asbeyond the power of Congressto authorize. Further experience and consideration, however,
led the National Coal Associationto changeitsattitude, andit not only freely responded to the
inquiry of the Coal Commission, but al so recommended what the Federal Trade Commission
has consistently advocated and attempted to put into practice, namely, current re-

4948--24----7
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ports to a governmental agency, for prompt publication, of basic dataregarding prices, costs,
and profits in the coal industry. The Coa Commission also made this proposition the basic
feature of its recommendations.

INQUIRIESMADE BY THE FEDERAL TRADE COMMISSION AT THE REQUEST OF
THE CONGRESS, THE PRESIDENT, OR THE ATTORNEY GENERAL, 1915-
1924, INCLUSIVE

Fertilizer--S Res. 487, 62d Cong., 3d sess.--Theinquiry madein responseto thisresolution,
which was begun by the Bureau of Corporations, disclosed the extensive use of bogus
independent fertilizer companies used for purposes of competition, but through conferences
with the principal manufacturers agreementswere re ached for the abolition on of such unfair
competition.

Pipelines--S Res. 109, 631 Cong., 1st sess.--The report on this inquiry, which was begun
by the Bureau of corporations, showed the dominating importance of the pipelinesinthegreat
Mid-Continent oil fields, and that the pipe-line companies, which were controlled by a few
largeoil companies, not only charged excessively high ratesfor transporting petroleum but al so
evaded their duties as common carriers by insisting on unreasonably large shipments, to the
detriment of the numerous small producers.

Gasoline--S. Res. 457, 63d Cong., 2d sess.--Acting under this resolution, the Commission
published areport on Gasoline Pricesin 1915, which discussed the high prices of petroleum
products and showed how the various Standard Oil companies had continued to maintain a
division of marketing territory among themselves. The commission suggested several plansfor
restoring effective competition in the oil industry.

Ssal hemp--S. Res. 170, 64th Cong., 1st sess.--In response to a resolution calling on the
commission to assist the Senate Committee on Agriculture and Forestry by advising how
certain quantities of hemp, promised by the Mexican Sisal Trust, might be fairly distributed
among American manufacturers of binder twine, the commission made an inquiry and
submitted a plan of distribution, which was followed.

Anthracite.--S Res. 217, 64th Cong., 1st sess.--Therapid advance in the prices of anthracite
at the mines, compared with costs, and the extortionate overcharging of anthracitejobbersand
dealers were disclosed in this inquiry and a system of current reports called for regarding
selling prices which substantially checked further exploitation of the consumer.

Bituminous coal--H. Res. 352, 64th Cong., 1st. sess.--Whilethisresolution aimed originally
at the investigation of the alleged depressed condition of the bituminous coa industry, the
inquiry had not been long under way before there was a great advance in prices;
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and the commission initsreport made in June, 1917, suggested various measures for insuring
amoreadequate supply at reasonabl e prices. War-time pricecontrol wassoon after established.

Newsprint paper--S. Res. 177, 64th Cong., 1st sess.--The newsprint-paper inquiry resulted
from an unexpected advancein prices. The report of the commission showed that these prices
were very profitable, and that they had been partly the result of certain newsprint association
activities which were in restraint of trade. Through the good offices of the commission
distribution of a considerable quantity of paper to needy publishers was obtained at
comparatively reasonable prices. The Department of Justice instituted proceedings in
consequence of which the association was abolished and certain newsprint manufacturers
indicted.

Book paper--S. Res. 269, 64th Cong., 1st sess.--Theinquiry into book paper, whichwasmade
shortly after the newsprint inquiry, had asimilar origin and disclosed similar restraintsof trade,
resulting in proceedings by the commission against the manufacturers involved therein to
prevent the enhancement of prices. The commission also recommended |egislative action to
repress restraints of trade by such associations.

Flags--S. Res. 35, 65th Cong., 1st sess.--A sudden increase in the prices of American flags
led to thisinquiry, which disclosed that while atrade association had been active to fix prices
shortly before, the price advance had been so great on account of the war demand that further
price fixing had been superfluous.

Meat-packing profit l[imitations--S. Res. 177, 66th Cong., 1st sess.--The inquiry into meat-
packing profit limitations had as its object the study of the system of war-time control
established by the Food Administration; certain changes were recommended by the
commission, including more compl ete control of the business and lower maximum profits.

Farmimplements--S. Res. 223, 65th Cong., 2d sess.--The high prices of farmimplementsled
tothisinquiry, which disclosed that there were numeroustrade combinationsto advance prices
and that the Consent decreefor the dissolution of the International Harvester Co. wasabsurdly
inadequate. The commission recommended a revision of the decree and the Department of
Justice is now proceeding against the company to that end.

Milk--S. Res. 431, 65th Cong., 3d sess.--This inquiry into the fairness of milk prices to
producers and of canned milk to consumers, and whether they were affected by fraudulent or
discriminatory practices, resulted in areport showing marked concentration of control and of
guestionable practicesin the buying and handling of cream by butter manufacturers, many of
which have since been recognized as unfair by the trade itself.
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Cottonyarn--H. Res. 451, 66th Cong., 2d sess.--The House called on the commissionin 1920
to investigate the very high prices of combed cotton yarn, and the inquiry disclosed that there
had been an extraordinary advance in prices and that the profits in the industry had been
extraordinarily large for severa years.

Pacific coast petroleum--S. Res. 138, 66th Cong., 1st sess.--On the Pacific coast the great
increase in the prices of gasoline, fuel oil, and other petroleum products led to thisinquiry,
which disclosed that several of the companies were fixing prices.

Petroleum prices-H. Res. 501, 66th Cong., 2d sess.--This was another inquiry into high
prices of petroleum products. The report of the commission pointed out that the Standard
companies practically made the prices in their several marketing territories and avoided
competition amongthemselves. V arious constructive proposal sto conservetheoil supply were
made by the commission.

Commercial feeds--S. Res. 140, 66th Cong., 1st sess.--The inquiry into commercia feeds,
which aimed to discover whether there were any combinations or restraints of trade in that
business, wasdiligently pursued, and thoughit disclosed someassociation activitiesinrestraint
of trade, it found noimportant violation of theantitrust laws. Certain minor abusesinthetrade
were eliminated.

Sugar supply--H. Res. 150, 66th Cong., 1st sess.--The extraordinary advancein the price of
sugar in 1919 led to thisinquiry, and the price advance found to be due chiefly to speculation
and hoardinginsugar. Certain recommendationsweremadefor legidativeactionto curethese
abuses.

Southern livestock prices--S Res. 133, 66th Cong., 1st sess.--The low prices of southern
livestock, which gave rise to the belief that discrimination was being practiced, were
investigated, but the alleged discrimination did not appear to exist.

Shoe costs and prices--H. Res. 217, 66th Cong., 1st sess.--The high prices of shoes after the
war led to this inquiry, and the investigation of the commission attributed them chiefly to
supply and demand conditions. The economic waste due to the excessive variety of stylesand
rapid changes therein, was emphasized.

Tobacco prices--H. Res. 533, 66th Cong., 2d sess.--The House called upon the commission
to make inquiry into the prices of leaf tobacco and the selling prices of tobacco products. The
unfavorable relationship between them was reported to be due in part to the purchasing
methods of the large tobacco companies. As a result of this inquiry the commission
recommended that the decree dissolving the old Tobacco Trust should be amended and alleged
violations of the existing decree prosecuted. Better systems of grading tobacco were also
recommended by the commission.
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Tobacco prices--S. Res. 129, 67th Cong., 1st sess.--Thisinquiry was al so directed to the low
prices of leaf tobacco and the high prices of tobacco products. It disclosed that in the sale of
tobacco severa of the largest companies were engaged in, numerous conspiracies with their
customers--the jobbers--to enhance the selling prices of tobacco. Proceedings against these
unlawful acts were instituted by the commission.

Export grain--S Res. 133, 67th Cong., 2d sess.--The low prices of export wheat gaveriseto
thisinquiry, which devel oped extensive and harmful speculative manipulation of pricesonthe
grain exchanges and conspiracies among country grain buyersto agree on maximum pricesfor
grain purchased. Legidation for astricter supervision of grain exchanges was recommended,
together with certain changesin their rules. The commission a so recommended governmental
action looking to additional storage facilities for grain uncontrolled by grain dealers.

House furnishings.--S Res. 127, 67th Cong., 2d sess.--The alleged failure of house
furnishings goods to decline in price since 1920 as much as most other commodities, alleged
to be due to restraints of trade, was inquired into by the commission, and two reports were
issued up to June 30, 1924. Thefirst report dealt with wooden household furniture and the
second with household stoves. Thesereports showed that extensive conspiraciesexisted, under
the form of cost accounting devices and meetings, to inflate the prices of such goods. The
commission announced at the close of the fiscal year that a report on Kitchen Utensils and
Household Appliances was approaching completion, and this report has since then been sent
to the Senate.

Flour milling--S Res. 212, 67th Cong., 2d sess.--A report on the inquiry into the flour-
milling industry was sent to the Senate in May, 1924. It showed the costs of production of
wheat flour and the profits of the flour-milling companiesin recent years. It al so discussed the
disadvantages to the miller and consumer arising from an excessive and confusing variety in
the sizes of flour packages.

Cotton trade--S. Res. 262, 67th Cong., 2d sess.--Theinquiry into the cotton trade originated
by thisresolution was covered in part by apreliminary report issued in February, 1923, which
discussed especially the causesof the declinein cotton pricesin 1922 and left the consideration
of the other topicsindicated to be treated in connection with an additional and related inquiry
called for by the Senate at that time.

Fertilizer--S. Res. 307, 67th Cong., 2d Sess.--The fertilizer inquiry developed that active
competition generally prevailed in the industry in this country, though in foreign countries
combinations
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control someof themostimportant raw materials. Thecommission recommended constructive
legislation to improve agricultural credits and more extended cooperative action in the
purchase of fertilizer by farmers.

Foreign ownershipin petroleumindustry--S. Res. 311, 67th Cong., 2d sess.--Theacquisition
of extensive ail interestsin thiscountry by the Dutch-Shell concern, aninternational trust, and
discrimination practiced against Americansin foreign countries provoked thisinquiry which
developed the situation in a manner to promote greater reciprocity on the part of foreign
governments.

Cotton trade--S. Res. 429, 67th Cong., 4th sess..--The inquiry in response to this second
resolution on the cotton trade was combined with the one mentioned above and resulted in a
report which was sent to the Senate in April, 1924. This report recommended that Congress
enact legislation providing for some form of southern warehouse delivery on New Y ork
contracts, and asapart of such adelivery systemthe adoption of afuture contract which would
require that not more than three adjacent or contiguous grades should be delivered on any
single contract. The commission also recommended a revision of the system of making
guotationsand differencesat the various spot marketsand the abolition of deliverieson futures
at New Y ork. The special warehouse committee of the New Y ork Cotton on 28, adopted the
recommendations of the Exchange June 1924 commission with reference to the southern
delivery on New Y ork contracts, including the contiguous grade contract.

National wealth--S Res. 451, 67th Cong., 4th sess.--This resolution called for a
comprehensive inquiry into national wealth and income and speciadly indicated for
investigation the problem of tax exemption and theincreasein Federal and Statetaxesin recent
years. Asafirst report on thisgeneral subject the commissionin June, 1924, sent to the Senate
adiscussion of taxation and tax exemption which among other things comprised an elaborate
estimate of the amount and ownership of tax exempt securities by different classes of
corporationsand persons, and examined the significance of thesefactswith respect to the great
increase in the burdens of taxation.

Calciumarsenate--S. Res. 417, 67th Cong., 4th sess.--The high prices of calcium arsenate,
apoison used to destroy the cotton boll weevil, led to thisinquiry fromwhich it appeared that
the cause was due to the sudden increase in demand rather than to any restraints of trade.

Radio--H. Res. 548, 67th Cong., 4th sess.--The patents in the radio industry, which the
commission was called upon to investigate by this resolution, were found to be controlled by
acombination of afew great companies, as also commercial communications
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by radio. The commission since issuing the report has instituted proceedings against these
companies. These facts are of vital importance in considering what legislation shall be now
provided for the regulation of the radio industry.

Bread--S Res. 163, 68th Cong., 1st sess.--The bread inquiry was begun just at the close of
the fiscal year, insufficient funds delaying itsinitiation for several months.

Cotton merchandising practices--S Res. 252, 68th Cong., 1st sess.--Certain objectionable
practices prevailed among cotton factorsor shippers, aconcreteillustration of which would be
the delivery of consigned cotton by a factor or owner on his future contract where the
consignees had not given permission to use it in that manner. Thisinquiry was initiated just
before the close of the fiscal year 1923-24.

Food inquiry--Direction of the President, February 7, 1917.--The President’ sfood inquiry,
undertaken with a special appropriation of Congress, resulted in a very important series of
reports on the meat-packing industry, which had astheir immediate result the enactment of the
packers and stockyards act for the control of this industry and the prosecution of the big
packersfor aconspiracy in restraint of trade by the Department of Justice. Another branch of
the food inquiry developed important facts regarding the grain trade which were of assistance
to Congressin regulating the grain exchanges and to the courtsin interpreting thelaw. Reports
were also issued on the flour-milling and food-canning industries.

War-time cost finding--Direction of the President, July 25, 1917.--The numerous cost
investigations made by the Federal Trade Commission during the war into the coal, steel,
lumber, petroleum, cotton-textile, locomotive, leather, canned-foods, and copper industries, not
to mention scores of other important industries, on the basis of which prices werefixed by the
Food Administration, the War Industries Board and the purchasing departmentslikethe Army,
Navy, Shipping Board, and Railroad Administration, were all done under the President’s
specia direction, and it is estimated that they helped to save the country many billions of
dollars by checking unjustifiable price advances. Subsequent to the war a number of reports
dealing with costs and profits were published based on these war-time inquiries. Among these
may be mentioned reports on coal, copper, lumber, and canned foods.

Wheat prices--Direction of the President, October 12, 1920.--The extraordinary decline of
wheat pricesin the summer and autumn of 1920 led to adirection of the President to inquire
into the reasons for the decline. The chief reasonswere found in abnormal market conditions,
including certain arbitrary methods pursued by the grain
purchasing departments of foreign governments.



98 ANNUAL REPORT OF THE FEDERAL TRADE COMMISSION

Gasoline--Direction of the President, February 7, 1924.--At the direction of the President,
the commission undertook aninquiry into asharp advancein gasolineprices. Thereport onthis
inquiry was referred by the President to the Attorney General and has not yet been published.

Raisin combination--September 30, 1919--Request of the Attorney General .--A combination,
of raisingrowersin Californiawasreferred to the commission for examination by the Attorney
General pursuant to the Federal Trade Commission act, and the commission found that it was
not only organized in restraint of trade but was being conducted in a manner that was
threatening financial disaster to the growers. The commission recommended a change of
organization to conform to the law, which was adopted by the raisin growers.

Lumber industry--Request of the Attor ney General, September 4, 1919.--At therequest of the
Attorney General the commission examined certain alleged trade combinationsin the lumber
industry. Violations of the antitrust acts were disclosed with respect to the Southern Pine
Association, West Coast Lumbermen’ sAssociation, Western Pine M anufacturers Association.
NorthernHemlock & Hardwood M anufacturers’ Association, Western Red Cedar Association,
Lifetime Post Association, and Western Red Cedarmen’ sInformation Bureau. The Department
of Justice has aready initiated proceedings, in consequence of the commission’s
recommendations, with respect to the Southern Pine Association and the Western Pine
Manufacturers’ Association.

Other inquiriesby the commission.--Under its organic act the commissionisalso authorized
toinitiateinquiries, but theseare not listed herein. Because of itsspecial importance asleading
to legislation by Congress, mention may be made of theinquiry into Cooperation in American
Export Trade, onwhich areport wasmadein 1916. The Webb-Pomerene Act regarding export
associations was a direct result of thisinquiry.



EXPORT TRADE DIVISION

The export trade division handles work of the commission along the lines of foreign trade,
under the export trade act (Webb-Pomerene law) and under section 6 (h) of the Federal Trade
Commission act. These acts are reproduced herein as exhibits.

ASSOCIATIONS UNDER THE EXPORT TRADE ACT

During the past year 50 associ ations havefiled documentsand reportswith the Federal Trade
Commission in connection with the export trade act. Among these were two newly organized
associations, the American Spring Manufacturers Export Association, of Pittsburgh, Pa., and
the Producers Linter Export Co., of New Orleans, La. The complete list follows :

American Corn Products Export Association, 17 Battery Place, New Y ork City.

American Locomotive Sales Corporation, 30 Church Street, New Y ork City.

American Milk Products Corporation, 71 Hudson Street, New Y ork City.

American Paper Exports (Inc.), 136 Liberty Street, New Y ork City.

American Pitch Pine Export Co., 522 Audubon Building, New Orleans, La.

American Provisions Export Co., 112 West Adams Street, Chicago, 111

American Soda Pulp Export Association, 200 Fifth Avenue, New Y ork City.

American Spring Manufacturers’ Export Association, 921 Farmers Bank Building, Pittsburgh, Pa.
American Surface Abrasives Export Corporation, 82 Beaver Street, New Y ork City.

American Textile Machinery Corporation, 24 Federal Street, Boston, Mass.

American Tire Manufacturers' Export Association, 7 Dey Street, New Y ork City.

American Webbing Manufacturers' Export Corporation, 395 Broadway, New Y ork City.
Associated Button Exporters of America (Inc.), 1182 Broadway, New Y ork City.

Automatic Pearl Button Export Co. (Inc.) 301 Mulberry Avenue, Muscatine, lowa.

Cement Export Co. (Inc.), c/o Charles F. Conn, president, Pennsylvania Building, Philadelphia, Pa.
Chamers (Harvey) & Son Export Corporation, rear 31 East Main Street, Amsterdam, N.Y.
Copper Export Association (Inc.), 25 Broadway, New Y ork City.

Davenport Pearl Button Export Co., 1231 West Fifth Street, Davenport, lowa.
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Delta Export Lumber Corporation, 1339 Bank of Commerce Building, Memphis, Tenn.
Douglas Fir Exploitation & Export Co., 244 California Street, San Francisco, Calif.

Export Clothes Pin Association of America (Inc.), 280 Madison Avenue, New Y ork City.
Export Trade Association (Inc.), 99 John Street, New Y ork City.

Florida Hard Rock Phosphate Export Association, Savannah Bank & Trust Building, Savannah, Ga.
Florida Pebble Phosphate Export Association, Produce Exchange Building, New Y ork City.
General Alcohol Export Corporation, 60 Wall Street, New Y ork City.

Goodyear Tire & Rubber Export Co., The, 1144 East Market Street, Akron, Ohio.

Grain Products Export Association, The, 17 Battery Place, New Y ork City.

Grand Rapids Furniture Export Association, 213 Lyon Street, NW., Grand Rapids, Mich.
Gulf Pitch Pine Export Association, 1212 Whitney Central Building, New Orleans, La.
Hawkeye Pearl Button Export Co., 601 East Second Street, Muscatine, lowa.

L ocomotive Export Association, 30 Church Street, New Y ork City.

McKee Button Export Co., 1000 Hershey Avenue, Muscatine, lowa.

Naval Stores Export Corporation, The, 1425 Whitney Central Annex Building, New Orleans, La.
Pan American Trading Co., 89 Broad Street, New Y ork City.

Phosphate Export Association, Produce Exchange Building, New Y ork City.

Pioneer Pearl Button Export Corporation, 257 Mansion Street, Poughkeepsie, N. Y.

Pipe Fittings & Valve Export Association, Branford, Conn.

Producers Linter Export Co., The, 316 Baronne Street, New Orleans, La.

Redwood Export Co., 260 California Street, San Francisco, Calif.

Rubber Export Association, The, 1790 Broadway, New Y ork City.

Sugar Export Corporation, 113 Wall Street, New Y ork City.

Sulphur Export Corporation, 33 Rector Street, New Y ork City.

United Paint & Varnish Export Co., 601 Canal Road, Cleveland, Ohio.

United States Alkali Export Association (Inc.), 25 Pine Street, New Y ork City.

United States Button Export Co., 701 East Third Street, Muscatine, lowa.

United States Handle Export Co., The, Piqua, Ohio.

United States Maize Products Export Association, 332 South La Salle, Street, Chicago, I11.
Walnut Export Sales Co. (Inc.), 616 South Michigan Avenue, Chicago, IlI.

Walworth International Co., 88 Pearl Street, Boston, Mass.

Wisconsin Canners Export Association, Manitowoc, Wis.

These organizations represent more than 500 producers, scattered throughout the United
States, exporting both raw materials and manufactured goods to all parts of the world.

Salesfor 1923 showed an appreciableincrease over the previousyear, especially intradeto
the Orient and South America. Exporters of foodstuffs report an increase of 60 per cent and
in lumber about 55 per cent. Even business with European buyers shows improvement,
although the chief obstacles reported as to operation
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during the past year werelow rateson foreign exchange and the depressed financial conditions
in Europe. One association states that “ The market has been slow to recover, but businessis
now increasing appreciably each year.” Aggressive effort of foreign competitors was one of
the features of the past year’ s work.

Exports during 11923 by export trade associations totaled about $153,500,000.
Approximately 823,000 tons of copper, cement, and phosphate rock, valued at $68,500,000,
were exported. Lumber (about 680,000,000 feet hard and soft woods) naval stores, and wood
products to the amount of about $26,000,000 were exported. Soda pulp, alkali, and sulphur
totaled 385,000 tons, valued at $9,660,000. Locomotives, textile machinery, steel tires and
wheels, pipefittings, and valvestotaled $3,200,000. Foodstuffs, including milk, meat, sugar,
and grain products, totaled 590,000,000 pounds, to the value of $32,400,000. Manufactured
productssuch aspaper, abrasives, rubber goods, webbing, furniture, alcohol, paint and varnish,
buttons, clothespins, and general merchandise amounted to $13 800,000.

PROVISIONS OF THE EXPORT TRADE ACT

Thisact, commonly known asthe Webb-Pomerenelaw, isentitled “ An act to promote export
trade,” and was approved in April, 11918. Under its terms exemption from the antitrust laws
is granted to an association composed of two or more persons, partnerships, or corporations
entered into for the sole purpose of and solely engaged in
export trade. Export tradeisfurther defined in the act as“trade of commercein goods, wares,
or merchandise exported, or in the course of being exported from the United States or any
territory thereof to any foreign nation,” and does not include the production, manufacture, or
selling for consumption or resale within the United States. Such exemption isgranted provided
the association is not in restraint of trade within the United States, is not in restraint of the
export trade of any domestic competitor of the association, and does not enter into any
agreement or conspiracy or do any act which artificially or intentionally enhances or depresses
prices or substantially lessens competition within the United States.

Theact also extendsthejurisdiction of the Commission under the Federal TradeCommission
act tounfair methods of competition used in export trade agai nst competitorsengaged in export
trade, even though the acts constituting such methods are done without the territorial
jurisdiction of the United States.

Associations organized under the act are required to file papers with the Federal Trade
Commission. Forms used for reports may be obtained upon application to the commission.*

1 See Exhibits 3 and 4.
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PROVISIONS OF SECTION 6 (H) OF THE FEDERAL TRADE COMMISSION ACT

Under this portion of the law the Commission is directed to investigate trade conditionsin
and with foreign countries where associations, combinations, or practices of manufacturers,
merchants, or traders, or other conditions, may affect the foreign trade of the United States.
A recent study was made of cooperative marketing systems in Great Britain and European
countries, which have shown marked development since the World War.

Unfair competitionand antitrust lawswere passed in Argentina, Austriaand Germany during
the past year. Combinationsin foreign countries have shown considerable activity, especially
along the line of foreign trade.

At arecent general meeting of the French Committee of Action for Export Trade emphasis
was placed on the necessity for forming associations of industrial sfor common action abroad,
and for the formation of syndicatesto quote uniform prices, delivery and terms of payment to
foreign buyers. There are now five export groups rep-resenting the principal French iron and
steel producers; and during the past year a comptoir was organized by industrials engaged in
themachinery, metal, and constructionindustry for the purpose of centralizing export dealings,
creating and devel oping foreign trade.

In September, 11923, chinaware manufacturersof Czechosl ovakiaorganized for the purpose
of establishing uniform prices, especially in export trade. The organization is expected to
follow the lines of the steel and coal combines organized in 1921 and 1922, respectively, for
the purpose of establishing foreign markets and fixing export prices.

Within the last few months an important combine of tin plate makers has been formed in
Wales, representing more than half of the industry. The object of the movement is said to be
to eliminate to adegree the cost of middlemen, to bring the trade under more severe control as
regards export prices and the handling of orders, and especially to give solidarity to the trade
through more thorough organization of the selling agency side and the cultivation of foreign
markets. In the same country three combines of collieries have recently been formed, anditis
expected that these will exploit the coal industry by expansion of export trade.

In New Zedland a bill called the “dairy produce control act” has been introduced in
Parliament, which provides for a central council composed of 30 representatives selected
annually by the dairy companies and proprietary factory owners. The council in turn shall
appoint a dairy producers board for the handling, pooling, storage, shipment, sale, and
disposal of New Zealand dairy
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produce, all such produce exported from the country to be sold and disposed of as the board
may direct. Theorganization of the board would besimilar to themeat producers’ board which
has been in operation for nearly three years.

FOREIGN TRADE COMPLAINTSINVESTIGATED

In the interest of the foreign trade of the United States, investigation is made of complaints
filed by foreign concerns against American n exporters and importers. Such inquiries fall
generally under section 6 (h) of the Federal Trade Commission act, but occasionally features
of unfair competition develop and the case isturned over to thelegal division for proceedings
under section 5 of the act or section 4 of the export trade act.

A total of 95 foreign trade complaints have been handled during the past year, some of which
are till pending. Ordinarily such cases are reported by the complainant to the American
consulateintheforeign district. Many of them arelater transmitted to the commission by other
governmental departments such asthe Department of State and the Department of Commerce,
and occasionally directly by the complainant.

The commission’s investigations along this line serve to bring out the facts of the cases
reported, and these facts are transmitted to the foreign complainant via the Government
department through which the complaint was received. Although complaints are filed against
avery small percentage of the exporters of this country, the need of such inquiriesisurged by
the American consular officers* from the standpoint of the promotion of American trade and
the maintenance of American reputation in local business circles.” If theinquiry resultsin a
better understanding between the partiesin dispute, it is, in the words of one consul, "areal
benefit to the prestige of American commerce and an effective and desirable proof of this
consulate’' s contribution to business.”

The most common complaint isthat of shipment of defective or inferior products, goods not
up to sample or not in accordance with specifications of the order. To illustrate : Leather
shipped to Spain and to Greece, and found to be defective; flour shipped to Egypt, found to be
below sample and not suitable for the purpose for which it was ordered; radio equipment and
hardwareto South Africa, found to be of inferior quality; batteriesand mirrorsto India, of poor
quality and arriving in broken condition due to bad packing; defective tires and tubes shipped
to Java; unsatisfactory coal shipped to Italy and to the Argentine; shoes exported to Denmark
and found to be bel ow sample. In some cases, complaint was made that orders had been placed
and part payment made by the foreign buyer, but
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the goods had not been shipped, or money returned. Small “fly by night” concerns go out of
business without completing their orders or refunding remittances. Occasionally goods are
damaged in route and insurance difficulties arise. Sometimes there is delay in transmitting
documents and demurrage results in loss. Rescinded contracts and delays in filling orders,
taken in connection with market fluctuations, may be of very serious import to the foreign
buyer. Short weight, overcharge, balance due on sales commissions, and in complete delivery
are among the complaints received. Almost all of these cases involve sales by American
exporters, although occasionally an inquiry is made concerning an important transaction; i. e.,
hemp shipped from India, lambskins from Persia, or prism glasses from Germany, for which
payment was not made by the American purchaser.

In some cases investigation shows that the complaint isnot justified. If thisistrue, the facts
established by the commission’s inquiry may serve to clarify the situation and to forestall
unjustified criticism and propaganda adverse to American business in foreign countries.
Declining market in the foreign district may lead the consignee to refuse to accept the goods
or to make allegations of unsatisfactory delivery, in the hope of recovering on his loss.
M achinery misused by unaccustomed workmen (such assteel piledriversshipped to Chinaand
operated by unskilled employees) proves unsatisfactory sometimes s through no fault of the
manufacturer or exporter. In one case motor cars shipped to Switzerland were transported in
open box cars from Antwerp to Berne, and no attempt was made to have the machines
inspected by Lloyd' s agents until five months after the consignment arrived in Berne. It was
therefore unfair to place the responsibility of damage upon the consignor, who was able to
provethat the machineswerein good condition when they left the factory, and under theterms
of the sales contract the seller was not liable for any loss or damage after the cars left the
factory.

REPRESENTATION ON THE LIAISON COMMITTEE

A representative of the commission attends the weekly conference of the Interdepartmental
Liaison Committee. Members of this committee represent all offices and departments of the
Government that are concerned withforeign trade. Weekly discussion and reportsserveto keep
each office informed, to promote cooperation, and to prevent duplication of effort in the
Government’ s foreign-trade activities.



TRADING WITH THE ENEMY ACT

Thework delegated to the commission under Executive order of October 12, 1917, based on
section 10 of the act of October 6, 1917, which was an act to “define, regulate, and punish
trading with the enemy, and for other purposes,” was completed during the fiscal year, and
under date of January 28, 1924, the commission’s final report in connection therewith was
submitted to the President.

The commission maintains its supervision over the outstanding licenses which have been
issued, and it isanticipated that therewill be more or lessfrequent demandsfor dataduring the
prosecution of numerous suits now pending in the various courts. Correspondence from
licensees and other interested parties continues to be received but the amount of active work
remaining to be done is negligible.

All of which is respectfully submitted.

HUSTON Thompson, Chairman.

VERNON W. VAN FLEET,

NELSON B GASKILL,

JOHN F. NUGENT,

CHARLESW. HUNT,
Commissioners.
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EXHIBITS
EXHIBIT I.

FEDERAL TRADE COMMISSION ACT.

AN ACT To create a Federal Trade Commission, to define its powers and duties, and
for other purposes.

Beit enacted by the Senate and House of Representatives of the United States of Americain Congress
assembled, That a commission is hereby created and established, to be known as the Federal Trade
Commission (hereinafter referred to asthe commission), which shall be composed of five commissioners,
who shall be appointed by the President, by and with the advice and consent of the Senate. Not morethan
three of the commissioners shall be members of the same political party. The first commissioners
appointed shall continue in office for terms of three, four, five, six, and seven years, respectively, from
the late of the taking effect of this act, the term of each to be designated by the President, but their
successors shall be appointed for terms of seven years, except that any person chosen to fill a vacancy
shall be appointed only for the unexpired term of the commissioner whom he shall succeed. The
commission shall choose a chairman from its own membership. No commissioner shall engage in any
other business, vocation, or employment. Any commissioner may be removed by the President for
inefficiency, neglect of duty, or malfeasancein office. A vacancy inthe commission shall notimpair the
right of the remaining commissionersto exercise all the powers of the commission.

The commission shall have an official seal, which shall be judicially noticed.

SEC. 2. That each commissioner shall receive asaary of $10,000 ayear, payable in the same manner
asthe salaries of the judges of the courts of the United States. The commission shall appoint asecretary,
who ,,hall recelve asalary of $5,000 ayear, payablein like manner, and it shall have authority to employ
and fix the compensation of such attorneys, special experts, examiners, clerks, and other employees as
it may from time to time find necessary for the proper performance of its duties and as may be fromtime
to time appropriated for by Congress.

With the exception of the secretary, a clerk to each commissioner, the attorneys, and such special
experts and examiners as the commission may from time to time find necessary for the conduct of its
work, all employees of the commission shall be a part of the classified civil service, and shall enter the
service under such rulesand regul ations as may be prescribed by the commission and by the Civil Service
Commission.

All of the expenses of the commission, including, all necessary expenses for transportation incurred
by the commissioners or by their employees under their orders, in making any investigation, or upon
official business in any other places than in the city of Washington, shall be allowed and paid on the
presentation of itemized vouchers therefor approved by the commission.

Until otherwise provided by law, the commission may rent suitable offices for its use.

The Auditor for the State and Other Departments shall receive and examine all accounts of
expenditures of the commission.

SEC. 3. That upon the organization of the commission and election of its chairman, the Bureau of
Corporations and the offices of Commissioner and Deputy Commissioner of Corporations shall ceaseto
exist; and al pending Investigations and proceedings of the Bureau of Corporations shall be continued
by the commission.
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All clerks and employees of the said bureau shall be transferred to and become clerks and employees
of the commission at their present grades and salaries. All records, papers, and property of the said
bureau shall become records, papers, and property of the commission, and all unexpended funds and
appropriations for the use and maintenance of the said bureau, including any allotment already madeto
it by the Secretary of Commerce from the contingent appropriation for the Department of Commercefor
the fiscal year nineteen hundred and fifteen, or from the departmental printing fund for the fiscal year
nineteen hundred and fifteen, shall become funds and appropriations available to be expended by the
commission in the exercise of the powers, authority, and duties conferred onit by thisact. The principal
office of the commission shall bein the city of Washington, but it may meet and exercise al its powers
at any other place. The commission may, by one or more of its members, or by such examinersasit may
designate, prosecute any inquiry necessary to its dutiesin any part of the United States.

SEC. 4. That the words defined in this section shall have the following meaning whenfound inthisact,
to wit:

“Commerce” means commerce among the several States or with foreign nations, or in any Territory
of the United Statesor inthe District of Columbia, or between any such Territory and another, or between
any such Territories and any State or foreign nation, or between the District of Columbia and any State
or Territory or foreign nation.

“Corporation” means any company or association incorporated or unincorporated, whichis organized
to carry on businessfor profit and has shares of capital or capital stock, and any company or association,
incorporated or unincorporated, without shares of capital or capital stock, except partnerships, whichis
organized to carry on business for its own profit or that of its members.

“Documentary evidence” means all documents, papers, and correspondence in existence at and after
the passage of this act.

“Actsto regulate commerce” meansthe act entitled “ An act to regulate commerce,” approved February
fourteenth, eighteen hundred and eighty-seven, and all acts amendatory thereof and supplementary
thereto.

“Antitrust acts’ means the act entitled “An act to protect trade and commerce against unlawful
restraintsand monopolies,” approved July second, eighteen hundred and ninety; al so the sectionsseventy-
three to seventy-seven, inclusive, of an act entitled “ An act to reduce taxation, to provide revenue for the
Government, and for other purposes,” approved August twenty-seventh, eighteen hundred and ninety-
four; and aso the act entitled “An act to amend sections seventy-three and seventy-six of the act of
August twenty-seventh, eighteen hundred and ninety-four, entitled * An act to reduce taxation, to provide
revenuefor the Government, and for other purposes,’” approved February twelfth, nineteen hundred and
thirteen.

SEC. 5. That unfair methods of competition in commerce are hereby declared unlawful.

The commission is Hereby empowered and directed to prevent persons, partnerships, or corporations,
except banks, and common carriers subject to the acts to regulate commerce, from using unfair methods
of competition in commerce.

Whenever thecommission shall havereasonto believethat any such person, partnership, or corporation
has been or is using any unfair method of competition in commerce, and if it shall appear to the
commission that a proceeding by it in respect thereof would be to the interest of the public, it shall issue
and serve upon such person, partnershipsor corporation acomplaint starting its chargesin their respect,
and containing a notice of a hearing upon aday and at a place therein fixed at least thirty days after the
service of said complaint. The person, partnership, or corporation so complained of shall have the right
to appear at the place and time so fixed and show cause why an order should not be entered by the
commission requiring such person, partnership, or corporation to cease and desist from the violation of



thelaw so chargedin said complaint. Any person, partnership, or corporation may make application, and
upon good cause shown may be allowed by the commission, to intervene and appear in said proceeding
by counsel or in person. The testimony in any such proceeding shall be reduced to writing and filed in
the office of the commission. If upon such hearing the commission shall be of the opinion that the
method of competition in question is prohibited by this act, it shall make areport in writing in which it
shall stateitsfindings asto the facts, and shall issue and cause to be served on such person, partnership,
or corporation an order requiring such
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person, partnership, or corporation to cease and desist from using such method of competition. Until a
transcript of the record in such hearing shall have been filed in a circuit court of appears of the United
States, as hereinafter provided, the commission may at any time, upon such notice and in such manner
asit shall deem proper, modify or set aside, in whole or in part, any report or any order made or issued
by it under this section.

If such person, partnership, or corporationfailsor neglectsto obey such order of the commissionwhile
thissameisin effect, the commission may apply to the circuit court of appealsof the United States, within
any circuit where the method of competition in question was used or where such person, partnership, or
corporation resides or carries on business, for the enforcement of its order, and shall certify and file
application transcript of the entire record in the proceeding, including all testimony taken and the report
and order of the commission. Upon such filing of the application and transcript the court shall cause
notice thereof to be served upon such person, partnership, or corporation and thereupon shall have
jurisdiction of the proceeding and of the question determined therein, and Shall have power to make and
enter upon the pleadings, testimony, and proceedings set forth in such transcript a decree affirming,
modifying, or setting aside the order of the commission. The findings of the commission asto the facts,
if supported by testimony, shall be conclusive. If either party shall apply to the court for leave to adduce
additional evidence, and shall show to the satisfaction of the court that such additional evidence is
material, and that there werereasonabl e groundsfor thefailureto adduce such evidencein the proceeding
before the commission, the court may order such additional evidenceto be taken before the commission
and to be adduced upon the hearing in such manner and upon such terms and conditions as to the court
may seem proper. The commission may modify its findings as to the fact, or make new findings, by
reason of the additional evidence so threat, and it shall file such modified or new findings, which, If
supported by testimony, shall be conclusive, and its recommendation, If any, for the modification or
setting aside of itsoriginal order, with the return of such additional evidence. Thejudgment and decree
of the court shall be final, except that the same shall be subject to review by the Supreme Court upon
certiorari as provided in section two hundred and forty of the Judicial Code.

Any party required by such order of the commission to cease and desist from using such method of
competition may obtain a review of such order in said circuit court of appeals by filing in the court a
written petition praying that the order of the commission be set beside. A copy of such petition shall be
forthwith served upon the commission, and thereupon the commission forthwith shall certify and filein
the court atranscript of the record as hereinbefore provided. Upon the filing of the transcript the court
shut have the same jurisdiction to affirm, set aside, or modify the order of the commission asin the case
of an application by the commission for the enforcement of itsorder, and the findings of the commission
asto thefacts, if supported by testimony, shall in like manner be conclusive.

The jurisdiction of the circuit court of appeals of the United States to enforce, set aside, or modify
orders of the commission Shall be exclusive.

Such proceedings in the circuit court of appeals shall be given precedence over other cases pending
therein, and shall be in every way expedited. No order of the commission or judgment of the court to
enforce the same shall In any wise relieve or absolve any person, partnership, or corporation from any
liability under the antitrust acts.

Complaints, orders, and other processes of the commission under this section may be served by anyone
duly authorized by the commission, either (a) by delivering a copy thereof to the person to be served, or
to amember of the partnership to be served, or to the president, secretary, or other executive officer or
adirector of the corporation to he Served ; or (b) by leaving acopy thereof at the principal office or place
of business of such person, partnerships or corporation; or (c) by registering and mailing a copy thereof
addressed to such person, partnership, or corporation at his or its principal office or place of business.
The verified return by the person so serving said complaint, order, or other process setting forth the
manner of said service shelf be proof of the same, and the return post-office receipt for said complaint,



order, or other process registered and mailed as aforesaid ,hall be proof of the service of the same.
SEC. 6. That the commission shall also have power--
(@) To gather and compile information concerning, and to investigate from time to time the
organization, business, conduct, practices, and management of
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any corporation engaged in commerce, excepting, banks and common carriers and it subject to the act
to regulate commerce, relationto other corporationsand to I ndividual s, associations, and in partnerships.

(b) Torequire, by general or Special orders, corporations engaged in commerce, excepting, banks, and
common carriers subject to the act to regulate commerce, or any class of them, or any of them,
respectively, to filewith the commission in such form asthe commission may prescribe annual or special,
or both annual and special, reports or answers in writing to specific questions, furnishing to the
commission such information as it may require as to the organization, business, conduct, practices,
management, and relation to other corporations, partnerships, and individuals of the respective
corporations filing such reports or answers in writing. Such reports and answers shall be made under
oath, or otherwise, asthe commission may prescribe, and shall be filed with the commission within such
reasonabl e period as the commission may prescribe, unless additional time be granted in any case by the
commission.

(c) Whenever afinal decree has been entered against any defendant corporation in any suit brought
by the United Statesto prevent and restrain any violation of the antitrust acts, to makeinvestigation, upon
its own initiative, of the manner in which the decree has been or is being carried out, and upon the
application of the Attorney General it shall beitsduty to make such investigation. It shall transmit to the
Attorney General a report embodying its findings and recommendations as a result of any such
investigation, and the report shall be made public in the discretion of the commission.

(d) Uponthedirection of the President or either House of Congressto investigate and report the facts
relating to any aleged violations of the antitrust acts by any corporation.

(e) Upon the application of the Attorney General to investigate and make recommendation for the
readjustment of the business of any corporation alleged to be violating the antitrust actsin order that the
corporation may thereafter maintainits Organi zation, management, and conduct of businessin accordance
with law.

(f) Tomake publicfromtimeto time such portions of theinformation obtained by it hereunder, except
trade secretsand names of customers, asit shall deem expedient inthe publicinterest; and to make annual
and special reportsto the Congress and to submit therewith recommendations for additional legidlation;
and to provide for the publication of its reports and decisions in such form and manner as may be best
adapted for public information and use.

(g) Fromtime to timeto classify corporations and to make, rules and regulations for the purpose of
carrying out the provisions of this act.

(h) Toinvestigate, fromtimeto time, trade conditionsin and with foreign countrieswhere associations,
combinations, or practices of manufacturers, merchants, or traders, or other conditions, may affect the
foreign trade of the United States, mid to report to Congress thereon, with such recommendations as it
deems advisable.

SEC. 7. That inany suit in equity brought by or under the direction of the Attorney General asprovided
in the antitrust acts, the court may, upon the conclusion of the testimony therein, if it shall be then of
opinion that the complainant is entitled to relief, refer said suit to the commission, as a master in
chancery, to ascertain and report an appropriate form of decree therein. The commission shall proceed
upon such notice to the parties and under such rules of procedure as the court may prescribe, and upon
the coming in of such report such exceptions may be filed and such proceedings had in relation thereto
as upon the report of a master in other equity causes, but the court may adopt or reject such report, in
whole or in part, and enter such decree as the nature of the case may in its judgment require.

SEC. 8. That the several departments and bureaus of the Government when directed by the President
shall furnish the commission, upon its request, all records, papers, and information in their possession
relating to any corporation subject to any of the provisions of this act, and shall detail from timeto time



such officials and employees to the commission as he may direct.

SEC. 9. That for the purposes of this act the commission, or its duly authorized agent or agents, shall
at all reasonable times have access to, for the purpose of examination, and the right to copy any
documentary evidence of any corporation being investigated or proceeded against; and the commission
shall naive power to require by subpenathe attendance and testimony of witnesses and the production of

all such documentary evidence relating to any matter under investigation. Any member of the
commission may sign subpoenas, and
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members and examiners of the commission may administer oaths and affirmations, examine witnesses,
and receive evidence.

Such attendance of witnesses, and the production of such documentary evidence, may berequired from
any place in the United States, at any designated place of hearing. And in case of disobedience to a
subpoenathe commission may invokethe aid of any court of the United Statesin requiring the attendance
and testimony of witnesses and the protection of documentary evidence.

Any of the district courts of the United States within the jurisdiction of which such inquiry is carried
on may, in case of contumacy or refusal to obey a subpoenaissued to any corporation or other person,
issue an order requiring such corporation or other personto appear before the commission, or to produce
documentary evidenceif so ordered, or to give evidence touching the matter in question; and any failure
to obey such order of the court may be punished by such court is a contempt thereof.

Upon the application of the Attorney General of the United States, at the request of the commission,
the district courts of the United States shall have jurisdiction to issue writs of mandamus commanding
any person or corporation to comply with the provisions of thisact or any order of the commission made
in pursuance thereof.

The commission may order testimony to be taken by deposition in any proceeding or investigation
pending under this act at any stage of such proceeding or investigation. Such depositions may be taken
before any person designated by the commission and having power to administer oaths. Such testimony
shall be reduced to writing by the person taking the deposition, or under his direction, and shall then be
subscribed by the deponent. Any person may be compelled to appear and depose and to produce
documentary evidence In the same manner as witnesses may be compelled to appear and testify and
produce documentary evidence before the commission as hereinbefore provided.

Witnesses summoned before the commission shall be paid the same fees and mileage that are paid
witnesses in the courts of the United States, and witnesses whose depositions are taken and the persons
taking the same shall severally be entitled to the same fees as are paid for like services in the courts of
the United States.

No person shall be excused from attending and testifying or from producing documentary evidence
before the commission or in obedience to the subpoena. of the commission on the ground or for the
reason that the testimony or evidence, documentary or otherwise, required of him may tend to criminate
him or subject him to a penalty or forfeiture. But no natural person shall be prosecuted or subjected to
any penalty or forfeiture for or on account of any transaction, matter, or thing concerning which he may
testify, or produce evidence, documentary or otherwise, before the commission in obedience to a
subpoenaissued by it: Provided, That no natural person so testifying shall be exempt from prosecution
and punishment for perjury committed in so testifying

SEC. 10. That any person who shall neglect or refuse to attend and testify, or to answer any lawful
inquiry, or to produce documentary evidence, if in his power to do so, in obedience to the subpoena or
lawful requirement of the commission, shall be guilty of an offense and upon conviction thereof by a
court of competent jurisdiction shall be punished by afine of not less than $1,000 nor more than $5,000,
or by imprisonment for not more than one year, or by both such fine and imprisonment.

Any person who shall willfully make, or cause to be made, any false entry or statement of fact in any
report required to be made under this act, or who shall willfully make, or cause to be made, any false
entry in any account, record, or memorandum kept by any corporation subject to this act, or who shall
willfully neglect or fail to make, or to cause to be made, full, true, and correct entries in such accounts,
records, or memoranda of all facts and transactions appertaining to the business of such corporation, or
who shall willfully remove out of the jurisdiction of the United States, or willfully mutilate, alter, or by
ally other means falsify any documentary evidence of such corporation, or who, shall willfully refuseto
submit to the commission or to any of its authorized agents, for the purpose of inspection and taking



copies, any documentary evidence of such corporation in his possession or within his control, shall be
deemed guilty of an offense against the United States, and shall be subject, upon conviction in any court
of the United States of competent jurisdiction, to afine of not lessthan $1,000 nor more than $5,000, or
to imprisonment for aterm of not more than three years, or to both such fine and imprisonment.

If any corporation required by this act to file any annual or special report shall fail so to do within the
time fixed by the commission for filing the same,
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and such future shall continue for thirty days after notice of such default, the corporation shall forfeit to
the United States the sum of $100 for each and every day of the continuance of such failure, which
forfeiture shall be payableinto the Treasury of the United States and shall be recoverable in acivil suit
in the name of the United States brought in the district where the corporation has its principal office or
inany district inwhichit shall do business. It shall bethe duty of the various district attorneys, under the
direction of the Attorney General of the United States, to prosecute for the recovery of forfeitures. The
costs and expenses of such prosecution shall be paid out of the appropriation for the expenses of the
courts of the United States.

Any officer or employee of the commission who shall make public any information obtained by the
commission, without its authority, unless directed by a court, shall be deemed guilty of a misdemeanor,
and, upon conviction thereof, shall be punished by afine not exceeding $5,000, or by imprisonment not
exceeding one year, or by fine and imprisonment, in the discretion of the court.

SEC. 11. Nothing contained in thisact shall be construed to prevent or interfere with the enforcement
of the provisions of the antitrust acts or the acts to regulate commerce, nor shall anything contained In
the act be construed to, alter, modify, or repeal the said antitrust acts or the actsto regulate commerce or
any part or parts thereof.

Approved, September 26, 1914.



EXHIBIT 2.

PROVISIONSOF THE CLAYTON ACT WHICH CONCERN THE
FEDERAL TRADE COMMISSION

“Commerce,” as used herein, means trade or commerce among the Several States and with foreign
nations, or between the District of Columbia or any Territory of the United States and any State,
Territory, or foreign nation, or between any insular possessions or other places under the jurisdiction of
the United States, or between any such possession or place and any State or Territory of the United States
or the Digtrict of Columbia or any foreign nation, or within the District of Columbiaor any Territory or
any insular possession or other place under the jurisdiction of the United States: Provided, That nothing
in this act contained shall apply to the Philippine Islands.

Theword “person” or “ persons’ wherever used in this act shall be deemed to include corporations and
associations existing under or authorized by the laws of either the United States, the laws of any of the
Territories, the laws of any State, or the laws of any foreign country.

SEC. 2. That it shall be unlawful for any person engaged in commerce, inthe course of such commerce,
either directly or indirectly to discriminate in price between different purchasers of commaodities, which
commodities are sold for use, consumption, or resale within the United States or any Territory thereof
or the Digtrict of Columbiaor any insular possession or other place under the jurisdiction of the United
States, wherethe effect of such discrimination may beto substantially |essen competition or tend to create
amonopoly inany line of commerce: Provided, That nothing herein contained shall prevent discrimina
tion in price between purchasers, of commodities, on account of differences in the grade, quality, or
guantity of the commodity sold, or that makes only due allowance for differencein the cost of Selling or
transportation, or discriminationin priceinthe same or different communities madein good faith to meet
competition: And provided further, That nothing herein contained shall prevent personsengagedinselling
goods, wares, or merchandisein commerce from .sel ecting their own customersin bonafidetransactions
and not in restraint of trade.

SEC. 3. That it shall be unlawful for any person engaged in commerce, inthe course of such commerce,
to lease or make a sale. or contract for sale of goods, wares, merchandise, machinery, supplies or other
commaodities, whether patented or unpatented, for use, consumption, or resale within the United States
or any Territory thereof or the District of Columbia or any insular possession or other place under the
jurisdiction of the United States, or fix a price charged therefore or discount front, or rebate upon, such
price, on the condition, agreement or understanding that the lessee or purchaser thereof shall not use or
deal in the goods, wares, merchandise, machinery, supplies, or other commodities of a competitor or
competitors of the lessor or seller, where the effect of such lease, sale, or contract for sale or such
condition, agreement or understanding may be to substantially lesson competition or tend to, create a
monopoly in any line of commerce.

SEC. 7. That no corporation engaged in commerce shall acquire, directly or indirectly, the whole or
any part of the stock or other share capital of another corporation engaged aso in commerce, where the
effect of such acquisition maybeto substantially |essen competition between the corporation whose stock
is so acquired and the corporation making the acquisition, or to restrain such commerce in any section
or community, or tend to create a monopoly of any line of commerce.

No corporation shall acquire, directly or indirectly the whole or any part of the stock or other share
capital of two or more corporations engaged in commerce where the effect of such acquisition, or the use
of such stock by the
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voting or granting of proxies or otherwise, may be to substantially lessen competition between such
corporations, or any of them, whose stock or other share capital is so acquired, or to restrain such
commerce in any section or community, or tend to create a monopoly of any line of commerce.

This section shall not apply to corporations purchasing such stock solely for Investment and not using
the same by voting or otherwise to bring about, or in attempting to bring about, the substantial lessening
of competition. Nor shall anything contained in this section prevent acorporation engaged in commerce
from causing theformation of subsidiary corporationsfor the actual carrying on of theirimmediatelawful
business, or the natural and |egitimate branches or extensions thereof, or from owning and holding all or
a part of the stock of such subsidiary corporations, when the effect of such formation is not to sub-
stantially lessen competition.

Nor shall anything herein contained be construed to prohibit any common carrier subject to the laws
to regulate commerce from aiding in the construction of branches or short lines so located asto become
feedersto themain line of the company so aiding in such construction or from acquiring or owning al
or any part of the stock of such branch lines, nor to prevent any such common carrier from acquiring and
owning all or any part of the stock of a branch or short line constructed by an independent company
where there is no substantial competition between the company owning the branch line so constructed
land the company owning the main line acquiring the property or an interest therein, nor to prevent such
common carrier from extending any of its lines through the medium of the acquisition of stock or
otherwise of any other such common carrier where there is no substantial competition between the
company extending itslinesand the company whose stock, property, or aninterest therein is so acquired.

Nothing contained. inthissection shall be held to affect or impair any right heretoforelegally acquired:
Provided, That nothing in this section shall be held or construed to authorize or make lawful anything
heretofore prohibited or madeillegal by the antitrust laws, nor to exempt any person from the penal pro-
visions thereof or the civil remedies therein provided.

SEC. 8. That from and after two years from the date of the approval of this act no person at the same
time shall be a director in any two or more corporations, any one of which has capital, surplus, and
undivided profits aggregating morethan $1,000,000, engaged inwholeor in partin commerce, other than
banks, banking associations, trust companies and common carriers subject to the act to regulate
commerce, approved February fourth, eighteen hundred and eighty-seven, if such corporationsareor shall
have been theretofore, by virtue of their business and location of operation, competitors, so that the
elimination of competition by agreement between them would constitute a violation of any of the
provisions of any of the antitrust laws. The eligibility of adirector under the foregoing provision shall
be determined by the aggregate amount of the capital, surplus, and undivided profits, exclusive of
dividends declared but not paid to stockhol ders, at the end of thefiscal year of said corporation next pre-
ceding the election of directors, and when a director has been elected in accordance with the provisions
of thisact it shall be lawful for him to continue as such for one year thereafter.

When any person elected or chosen as adirector or officer or selected as an employee of any bank or
other corporation subject to the provisions of thisact iseligible at the time of hiselection or selection to
act for such bank or other corporation in such capacity his eligibility to act in such capacity shall not be
affected and he shall not become or be deemed amenableto aly of the provisions hereof by reason of any
crime in the affairs of such bank or other corporation from whatsoever cause, whether specifically
excepted by any of the provisions hereof or not, until the expiration of one year from the date of his
election or employment.

SEC. 11. That authority to enforce compliance with sectionstwo, three, seven and eight of thisact by
the persons respectively subject thereto is hereby vested in the I nterstate Commerce Commission where
applicable to common carriers, in the Federal Reserve Board where applicable to banks, banking
associates and trust companies, and in the Federa trade Commission where applicable to all other
character of commerce, to be exercised as follows:

Whenever the Commission or Board vested with jurisdiction thereof shall have reason to believe that
any personisviolating or hasviolated any of the provisions of sectionstwo, three, seven and eight of this
act, it shall issue and serve upon such person a complaint stating its chargesin that respect, and
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containing anotice of ahearing upon aday and at aplacetherein fixed at | east thirty days after the service
of said complaint. The person so complained of shall have the right to appear at the place and time so
fixed and show cause why an order should not be entered by the commission or board requiring such
person to cease and desist from the violation of the law so charged in said complaint. Any person may
make application, and upon good cause spoken may be allowed by the commission or board, to intervene
and appear in said proceeding by counsel or in person. The testimony in any such proceeding shall be
reduced to writing and filed in the office of the commission or board. If upon such hearing the
commission or board, asthe case may be, shall be of the option that any of the provisions of said sections
have been or ire being violated, it shall make areport in writing in which it shall state its findings asto
the facts, and shall issue and cause to be served on such person an order requiring such person to cease
and desist from such violations, and divest itself of the stock held or rid itself of the directors chosen
contrary to the provisions of sections seven and eight of thisact, if any there be, in the manner and within
the time fixed by said order. Until atranscript of the record in such notice shall have been filed in a
circuit court of appeal s of the United States, as hereinafter provided, the commission or board may at any
time, upon such notice and in such manner as it shall deem proper, modify or set aside, in whole or in
part, any report or any order made or issued by it under this section.

If such person fails or neglects to obey such order of the commission or board while the same isin
effect, the commission or board may apply to the circuit Court of appeals of the United States, within any
circuit where the violation complained or was or is being committed or where such person resides or
carries on business, for the enforcement of its order, and shall certify and file with its application a
transcript of the entirerecordin the proceeding including all thetestimony taken and the report and order
of the commission or board. Upon such filling of the application and transcript the court shall cause
notice thereof to be served upon such person and thereupon shall have jurisdiction of the proceeding and
of the question determined therein, and shall have power to make and enter upon the pleading’s,
testimony, and proceedings set forth in such transcript adecree affirming, modifying, or setting aside the
order of the commission or board. The findings of the commission or board asto thefacts, if supported
by testimony, shall be conclusive. If either party shall apply to the court for leave to adduce additional
evidence, and shall show to the satisfaction of the court that such additional evidence is material and
thwart there were reasonable grounds for the failure to adduce such evidence In the proceeding before
the commission or board, the court may order such additional evidence. to be taken before the
commission or board and to be adduced upon the hearing In such manner and upon such terms and
conditions asto the court may seem proper. The commission or board may modify itsfindings asto the
facts, or make new findings, by reason of the additional evidence so taken, and it shall file such modified
or new findings, which, if supported by testimony, shall be conclusive, and its recommendation, if any,
for the modification or setting aside of itsoriginal order, with the return of such additional evidence. The
judgment and decree of the court shall be final, except that the same shall be subject to review by the
Supreme Court upon certiorari as provided in section two hundred and forty of the Judicial Code.

Any party required by such order of the commission or board to cease and desist from a violation
charged may obtain areview of such order In said circuit court of appears by finite in the court awritten
petition praying that the order of the commission or board be set aside. A copy of such petition shall be
forthwith served upon the commission or board, and thereupon the commission or board forthwith shall
certify and file in the court a transcript of the record as hereinbefore provided. Upon the filing of the
transcript the court shall have the same jurisdiction to affirm, set aside, or modify the order of the
commission or board asin the case of an application by the commission or board for the enforcement of
its order, and the finding of the commission or board asto the facts, if supported by testimony, shall in
like manner be conclusive.

The jurisdiction of the circuit court of appeals of the United States to enforce, set aside, or modify
orders of the commission or board shall be exclusive.

Such proceedings in the circuit court of appeals shall be given precedence. over other cases pending
therein, and shall be in every way expedited. No order of the commission or board or the judgment of
the court to enforce the same shall in any wiserelieve or absolve any person from any liability under the



antitrust acts.
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Complaints, orders, and other processes of the commission or board under this section may be served
by anyone duly authorized by the commission or board, either (a) by delivering a copy thereof to the
person to be served. or to amember of the partnership to be served, or to the president, secretary, or other
executive officer or a director of the corporation to be served; or (b) by leaving a copy thereof at the
principal office or place of business of such person; or (c) by registering and mailing a copy thereof
addressed to such person at his principal office or place of business. The verified return by the person
so serving said complaint, order, or other process setting forth the manner of said service shall be proof
of the same, and the return post-office receipt for said complaint, order, or other process registered and
mailed as aforesaid shall be proof of the service of the same.

Approved, Octaober 15, 1914.



EXHIBIT 3

EXPORT TRADE ACT

An Act To promote export trade, and for other purposes

Beit enacted by the Senate and House of Representatives of the United States Of Americain Congress
assembled, That the words “export trade” wherever used in this act mean solely trade or commerce in
goods, wares, or merchandise exported, or in the course of being exported from the United States or any
Territory thereof to any foreign nation; but the words “export trade” shall not be deemed to include the
production, manufacture, or selling for consumption or for resale, within the United States or any
Territory thereof, of such goods, wares, or merchandise, or any act in the course of such production,
manufacture, or selling for consumption or for resale.

That the words “trade within the United States” wherever used in this act mean trade or commerce
among the several States or in any Territory of the United States, or in the District of Columbia, or
between any such Territory and another, or between any such Territory or Territories and any State or
States or the Digtrict of Columbia, or between the District of Columbia and any State or States.

That the word “association” wherever used in this act means any corporation or combination, by
contract or otherwise, of two or more persons, partnerships, or corporations.

SEC. 2. That nothing contained in the act entitled “An act to protect trade and commerce against
unlawful restraints and monopolies,” approved July second, eighteen hundred and ninety, shall be
construed asdeclaring to beillegal an association entered into for the sole purpose of engaging in export
trade and actually engaged solely in such export trade, or an agreement made or act done in the course
of export trade by such association, provided such association, agreement, or act is not in restraint of
trade within the United States, and is not in restraint of the export trade of any domestic competitor of
such association: And provided further, That such association does not, either in the United States or
elsewhere, enter into any agreement, understanding, or conspiracy, or do any act which artificially or
intentionally enhances or depresses prices within the United States of commaodities of the class exported
by such association, or which substantially lessens competition within the United States or otherwise
restrains trade therein.

SEC. 3. That nothing contained in section seven of the act entitled “ An act to supplement existing laws
against unlawful restraints and monopolies, and for other purposes,” approved October fifteenth,
nineteen hundred and fourteen, shall be construed to forbid the acquisition or ownership by any
corporation of the whole or any part of the stock or other capital of any corporation organized solely for
the purpose of engaging in export trade, and actually engaged solely in such export trade, unlessthe effect
of such acquisition or ownership may be to restrain trade or substantially lessen competition within the
United States.

SEC. 4. That the prohibition against “unfair methods of competition” and the remedies provided for
enforcing said prohibition contained in the act entitled “ An act to create a Federa trade commission, to
defineitspowersand duties, and for other purposes,” approved September twenty-sixth, nineteen hundred
and fourteen, shall be construed as extending to unfair methods of competition used in export trade
against competitors engaged in export trade, even though the acts constituting such unfair methods are
done without the territoria jurisdiction of the United States.

SEC 5. That every association now engaged solely in export trade, within sixty days after the passage
of thisact, and every association entered into hereafter which engages solely in export trade, within thirty
days after its
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creation, shall file with the Federal Trade Commission a verified written statement setting forth the
location of its offices or places of business and the names and addresses of all its officers and of al its
stockholders or members, and if a corporation, a copy of its certificate or articles of incorporation and
by-laws, and if unincorporated a copy of its articles or contract of association, and on the first day of
January of each year thereafter it shall make a like statement of the location of its offices or places of
business and the names and addresses of al its officersand of all its stockhol ders or membersand of all
amendments to and changesin its articles or certificate of incorporation or in its articles or contract of
association. It shall also furnish to the commission such information as the com-mission may require as
to its organization, business, conduct, practices, management, and relation to other associations,
corporations, partnerships, and individuals. Any association which shall fail so to do shall not have the
benefit of the provisions of section two and section three of thisact, and it shall also forfeit to the United
States the sum of $100 for each and every day of the continuance of such failure, which forfeiture shall
be payable into the Treasury of the United States, and shall be recoverable in acivil suit in the name of
the United States brought in the district where the association has its principal office, or in any district
inwhich it shall do business. It shall be the duty of the various district attorneys, under the direction of
the Attorney General of the United States, to prosecute for the recovery of the forfeiture. The costs and
expenses of such prosecution shall be paid out of the appropriation for the expenses of the courts of the
United States.

Whenever the Federal Trade Commission shall have reason to believe that an association or any
agreement made or act done by such association is in restraint of trade within the United States or in
restraint of the export trade of any domestic competitor of such association, or that an association either
inthe United States or el sewhere has entered into any agreement, understanding, or conspiracy, or done
any act which artificially or intentionally enhances or depresses prices within the United States of
commaodities of the class exported by such association, or which substantially lessens competition within
the United States or otherwise restrains trade therein it shall summon such association, its officers, and
agentsto appear Thereforeit, and thereafter conduct an investigation into the alleged violations of law.
Upon investigation, if it shall conclude that the law has been violated, it may make to such association
recommendations for the readjustment of its business, in order that it may thereafter maintain its
organi zation and management and conduct its businessin accordance with law. 1f such association fails
to comply with the recommendations of the Federal Trade Commission, said commission shall refer its
findings and recommendationsto the Attorney General of the United Statesfor such action thereon ashe
may deem proper.

For the purpose of enforcing these provisionsthe Federal Trade Commission shall haveall the powers,
so far as applicable, givenitin “An act to create a Federal Trade Commission, to define its powers and
duties, and for other purposes.”

Approved, April 10, 1918.



EXHIBIT 4.
RULESOF PRACTICE BEFORE THE FEDERAL TRADE COMMISSION
|. SESSIONS.

The principal office of the commission at Washington, D. C., is open each business day from 9
am. to 4:30 p.m. The commission may meet and exercise al its powers at any other place, and may,
by one or more of its members, or by such examiners as it may designate, prosecute any inquiry
necessary to its dutiesin any part of the United States.

Sessions of the commission for hearing contested proceedings will be held as ordered by the
commission.

Sessions of the commission for the purpose of making orders and for the transaction of other
business, unless otherwise ordered, Will be held at the office of the commission at Washington, D. C.,
on each business day at 10.30 a. m. Three members of the commission shall constitute a quorum for
the transaction of business.

All orders of the commission shall be signed by the Secretary.

[1. COMPLAINTS.

Any person partnership, corporation, or association may apply to the commission to institute a
proceeding in respect to any violation of law over which the commission has jurisdiction.

Such application shall be in writing, signed by or in behalf of the applicant, and shall contain a
short and simple statement of the facts constituting the alleged violation of law and the name and
address of the applicant and of the party complained of.

The commission shall investigate the matters complained of in such application, and if upon
investigation the commission shall have reason to believe that there is a violation of law over which
the commission has jurisdiction, the commission shall issue and serve upon the party complained of a
complaint, stating its charges and containing a notice of a hearing upon aday and at a place therein
fixed at least 40 days after the service of said complaint.

I1l. ANSWERS.

Within 30 days from the service of the complaint, unless such time be extended by order of the
commission, the defendant shall file with the commission an answer to the complaint. Such answer
shall contain a short and simple statement of the facts Which constitute the ground of defense. It shall
specifically admit or deny or explain each of the facts alleged in the complaint, unless the defendant is
without knowledge, in which case he shall so state, such statement operating asadenial. Answersin
typewriting must be on one side of the paper only, on paper not more then 8 ¥z inches wide and not
more than 11 inches long, and weighing not less then 16 pounds to the ream, folio base, 17 by 22
inches, with left-hand margins not less than 1 %2 inches wide, or they may be printed in 10 or 12 point
type on good unglazed paper 8 inches wide by 10 %2 inches long, with inside margins not less than 1
inch wide.

IV. SERVICE.
Complaints, orders, and other processes of the commission may be served by anyoneduly authorized

by the commission, either (a) by delivering a copy thereof to the person to be served, or to amember of
the partnership to be
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served, or to the president, secretary, or other executive officer, or a director of the corporation or
association to be served; or (b) by leaving a copy thereof at the principal office or place of business of
such person, partnership, corporation, or association; or (c) by registering and mailing a copy thereof
addressed to such person, partnership, corporation, or association at his or its principal office or place
of business. The verified return by the person so serving said complaint, order, or other process, setting
forth the manner of said service, shall be proof of the same, and the return post-office receipt for said
complaint, order, or other process, registered and wailed as aforesaid, shall be proof of the service of the
same.

V. INTERVENTION.

Any person, partnership, corporation, or association desiring to intervene in a contested proceeding
shall make application in writing, setting out the grounds on which he or it claimsto be interested. The
commission may, by order, permit intervention by counsel or in person to such extent and upon such
terms asit shall deem just.

Applicationsto intervene must be on one side of the paper only, on paper not more than 8 %2 inches
wide and not more than 11 inches long, and weighing not less than 16 poundsto the ream, folio base, 17
by 22 inches, with left-hand margin not less than 1 %2 inches wide, or they may be printed in 10 or 12
point type on good unglazed paper 8 inches wide by 10 ¥2incheslong, with inside margins not less than
1inch wide.

VI. CONTINUANCES AND EXTENSIONS OF TIME.
Continuances and extensions of time will be granted at the discretion of the commission.
VIl. WITNESSES AND SUBPOENAS.

Witnesses shall be examined orally, except that for good and exceptional cause for departing from
the general rule the commission may permit their testimony to be taken by deposition.

Subpoenas requiring the attendance of witnesses from any place in the United States at any
designated place of hearing may be issued by any member of the commission.

Subpoenasfor the production of documentary evidence (unlessdirected to issue by acommissioner
upon his own motion) will issue only upon application in writing, which must be verified and must
specify, as near as may be, the documents desired and the facts to be proved by them.

Witnesses summoned before the commission shall be paid the same fees and mileage that are paid
witnesses in the courts of the United States, and witnesses whose depositions are taken, and the persons
taking the same, shall severally be entitled to the same fees as are paid for like servicesin the courts of
the United States.

VIII. TIME FOR TAKING TESTIMONY.

Upon the joining of issue in a proceeding by the Commission the examination of witnesses therein
shall proceed with all reasonable diligence and with the least practicable delay. Not lessthan 5 nor more
than 10 days notice shall be given by the Commission to counsel or parties of the time and place of
examination of witnesses before the Commission, a commissioner, or an examiner.

IX. OBJECTIONS TO EVIDENCE.
Objections to the evidence before the Commission, a commissioner, or an examiner shall, in any

proceeding, be in short form, stating the grounds of objections relied upon, and no transcript filed shall
include argument or debate.



X. MOTIONS.

A motion in aproceeding by the Commission shall briefly state the nature of the order applied for,
and all affidavits, records, and other hel pers upon which the sameisfounded, except such as have been
previously filed or served in the same proceeding, shall be filed with such motion and plainly referred
to therein.
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X1. HEARINGS ON INVESTIGATIONS.

When a matter for investigation is referred to a single commissioner for examination or report, such
commissioner may conduct or hold conferences or bearings thereon, either alone or with other
commissionerswho may sit with him, and reasonable notice of the time and place of such hearings shall
be given to parties In interest and posted.

The general counsel or one of his assistants, or such other attorney as shall be designated by the
commission, shall attend and conduct such hearings, and such hearings may, in the discretion of the
commissioner holding same, be public.

XII. HEARINGS BEFORE EXAMINERS.

When issueinthe caseis set for tria it shall be referred to an examiner for the taking of testimony. It
shall be the duty of the examiner to complete the taking of testimony with all due dispatch, and he shall
set the day and hour to which the taking of testimony may from time to time be adjourned. The taking
of the testimony both for the commission and the respondent shall be completed within 30 days after the
beginning of the same unless, for good cause shown. the commission shall extend thetime. The examiner
shall, within 10 days after the receipt of the stenographic report of the testimony, make his proposed
finding asto the facts and his proposed order thereon, and shall forthwith serve copy of the same on the
parties or their attorneys, who, within 10 days after the receipt of same, shal file in writing their
exceptions, if any, to such proposed findings and order, and said exceptions shall specify the particular
part or parts of the proposed findings of fact or proposed order to which exception is made, and said
exceptions shall include any additional findings and any change In or addition to the proposed order
which either party may think proper. Citationsto the record shall be madein support of such exceptions.
Where briefs are filed the same shall contain a copy of such exceptions. Argument on the exceptions to
the proposed findings and order, if exceptions be filed, shall be had at the final argument on the merits.

XI1I1. DEPOSITIONSIN CONTESTED PROCEEDINGS.

The commission may order testimony to be taken by deposition in a contest proceeding.

Depositions may be taken before any person designated by the commission and having power to.
administer oaths.

Any party desiring to take the deposition of awitness shall make application inwriting, setting out the
reasons why such depositions should be taken, and stating the time when, the place where, and the name
and post-office address of the person before whom it is desired the deposition be taken, the name and
post-office address of the witness, and the subject matter or matters concerning which the witness is
expected to testify. If good cause be shown, the commission will make and serve upon the parties or their
attorneys an order wherein the commission shall name the witness whose deposition is to be taken, and
specify the time when, the place where, and the person before whom the witness is to testify, but such
time and place, and the person before whom the deposition is to be taken, so specified in the
commission’ s order, may or may not be the same as those named in said application to the commission.

The testimony of the witness shall be reduced to writing by the officer before whom the depositionis
taken, or under hisdirection, after which the deposition shall be subscribed by the witness and certified
in usual form by the officer. After the deposition has been so certified it shall, together with a copy
thereof made by such officer or under his direction, be forwarded by such officer under seal in an
envelope addressed to the commission at its office In Washington, D.C. Upon receipt of the deposition
and copy the commission shall filein therecord In said proceeding such deposition and forward the copy
to the defendant or the defendant's attorney.

Such depositions shall be typewritten on one side only of the paper, which shall be not more than 8 %2
inches wide and not more than 11 inches long and weighing not less than 16 pounds to the ream, folio
base, 17 by 22 inches, with left-hand margin not less than 11/2 inches wide.



No deposition shall be taken except after at least 6 days noticeto the parties. and where the deposition
istaken in aforeign country such notice shall be at least 15 days.

No deposition shall be taken either before the proceeding is at issue or, unless under special
circumstances and for good cause shown, within 10 days
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prior to the date of the hearing thereof assigned by the commission, and where the depositionistakenin
aforeign country it shall not be taken after 30 days prior to such date of hearing.

XI1V. DOCUMENTARY EVIDENCE.

Where relevant and material matter offered in evidence is embraced in a document containing other
matter not material or relevant and not intended to be put in evidence, such document will not be filed,
but a copy only of such relevant and material matter shall be filed.

XV. BRIEFS.

Unless otherwise ordered, briefs may be filed at the close of the testimony in each contested
proceeding. The presiding commissioner or examiner shall fix the time within which brief shall befiled
and service thereof shall be made upon the adverse parties.

All briefs must be filed with the secretary and be accompanied by proof of service upon the adverse
parties. Twenty copies of each brief shall be furnished for the use of the commission, unless otherwise
ordered.

Application for extension of time In which to file any brief shall be by petition in writing, stating the
factsupon which the application rests, which must be filed with the commission at least 5 days before the
time for filing the brief.

Every brief shall contain, in the order here stated-

(1) A concise abstract or statement of the case.

(2) A brief of the argument, exhibiting a clear statement of the points of fact or law to be discussed,
with the reference to the pages of the record and the authorities relied upon in support of each point.

Every brief of more than 10 pages shall contain on its top flyleaves a subject index with page
references. the subject index to be supplemented by alist of all casesreferred to, a phabetically arranged,
together with references to pages where the cases are cited.

Briefs must be printed in 10 or 12 point type on good unglazed paper 8 inches by 101/2 inches, with
inside margins not less than 1 inch wide and with double-leaded text and single-leaded citations.

Oral arguments will be had only as ordered by the commission.

XVI. ADDRESS OF THE COMMISSION.

All communicationsto the commission must be addressed to Federal Trade Commission, Washington
D. C., unless otherwise specially directed



EXHIBIT S5
NATIONAL BISCUIT CASE
United States Circuit Court of Appealsfor the Second Circuit

National Biscuit Company and Loose-Wiles Biscuit Company, petitioners,
Against Federal Trade Commission, Respondent

Before Hough, Manton, and Mayer, Circuit Judges.
Petitions to revise orders of the Federal Trade Commission

Separate petitions by the National Biscuit Co. and the Loose-Wiles Biscuit Co. against the Federal
Trade Commissionto have set aside ordersof thecommission separately entered against both petitioners.

William C. Breed, Esqg., Charles A Vilas, Esg., George E. Shaw, Esq., DavaT. Ackerly, Esq., counsel
for National Biscuit Co.

J. Frederick Eagle, Esq., Carroll G. Walter, Esq., counsel for Loose-Wile Biscuit Co.

W. H. Fuller, Esq., |. E. Lambert, Esg., counsel for Federal Trade Commission.

MANTON, Circuit Judge.

These proceedings to review orders of the respondent were heard together and will be disposed of in
one opinion.

The complaints against the petitioners charge (a) violation of section 5 of the Federal Trade
Commission act (38 Stat. 717) (b) violation of section 2 of the Clayton Act (38 Stat. 730 . The
petitioners manufacture and sell to retail grocers crackers, biscuits, cakes, and other bakery products.
They are perishable and therefore sold in small quantities at frequent intervals to in-sure freshness and
quality. Thepetitionershaveabusinesspolicy of allowingthefollowing discounts: (a) Customerswhose
purchases from the company in a calendar month are less than $15 pay list prices with no discounts (b)
customers whose purchases from the company in a calendar month aggregate $15 or more receive a
quantity discount of 5 per cent; (¢) customers whose purchases from the company in a calendar month
aggregate $50 or more receive a quantity discount of 10 per cent ; (d) customers whose purchases from
the company in acalendar month aggregate $200 or more receive aquantity discount of 15 per cent. For
payment incash al per cent discountisgiventoall customers, and no customer under any circumstances
receives any greater quantity discount than 15 per cent.

The orders entered against the petitionerswere the samein form and directsthem to cease and desist--

“1. From discriminating in price between purchasers operating separate units or retail grocery stores
of chain systems and purchasers operating independent retail grocery storesof similar kind and character
purchasing similar qualifies of respondent’ s products, where such discrimination is not made on account
of difference in the grade or quality of the commodity sold, nor for adue allowance in the differencein
the cost of sdlling or transporting, nor in good faith to meet competition in the same or different
communities,

“2. Fromgivingto purchasers operating two or more separate units or retail grocery storesof chain
systems a discount on the gross purchases of in the separate units or retail stores of such chain system,
where the same or a similar discount on gross purchases is in of allowed or given to associations or
combinations of independent grocersoperating retail grocery storessimilar to the separate unitsor stores
of such chain system.”

A chain store referred to in this proceeding is regarded as a series of two or more retail stores owned
by one person or corporation. The quantity discounts allowed to owners of chain stores are computed
upon the purchase of
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the owner of the chain for al his stores and quantity discounts computed at the same rates are allowed
to the owner of asingle store. In practice, theretailer owning one store must meet the competition of the
branches of the chain storeswhose owner because of thevolume of his purchasesfor all hisunitsor stores
in the chain, obtains a greater discount than does the owner of the one store who does not use the same
volume, and therefore does not buy in such quantities. The disadvantage is sought to be corrected by
respondent, by requiring the petitionersto the base chain store discounts upon the quantity delivered to
each store, treating each branch of the chain as a separate purchaser or owner, or (2) to allow separate
and individual purchasers or ownersto pool their purchases for the purpose of computing discounts. It
isfound as afact.

“That the respondent (National Biscuit Co.) isthe largest single producer of such bakery productsin
the United States; that the total value of respondent’s products for the year 1914 was approximately
$46,143,210; whereasthetotal value of productioninthebiscuit and cracker industry inthe United States
for thesameyear wasapproximately $89,484,000. Figuring the samein percentages, the National Biscuit
Co., for the year 1914, had approximately 51.6 per cent of the biscuit and cracker business In this
country; that the value of respondent’s products for the year 1919 was approximately $101,707,597;
whereasthetotal value of productionin the biscuit and cracker industry in the United Statesfor the same
year was approximately $204,020,000. Figuring the same in percentages, the National Biscuit Co., for
the year 1919, had approximately 49.9 per cent of the biscuit and cracker businessin this country; that
thetotal value of respondent’ s productsfor the year 1921 was approximately $104,836,255; whereasthe
total value of production in the biscuit and cracker industry in the United States for the same year was
approximately $187,509,000. Figuring the same In percentages, the National Biscuit Co., for the year
1921, had approximately 55.7 per cent of the biscuit and cracker businessin this country; that east of the
Mississippi River, for the year 1921, the National Biscuit Co. had approximately 64.1 per cent of the
biscuit and cracker business.

“The respondent has, in the various States of the United States, 28 cracker bakeries and 8 bread
bakeries and has sales agents established in more than 192 different cities. Quoting from the testimony
of Albert B. Bixler, respondent’ sgeneral salesmanager, ‘ They arefrom Portland, Me., to Portland, Oreg.,
and from Duluth to New Orleans, scattered over al the country.” In 1921 the respondent had
approximately 248,487 customers. Nearly every grocer inn Greater New Y ork handles respondent’s
products, and inthe District of Columbiaand the vicinity thereof, out of 2,000 grocers, every one of them
carried National Biscuit Co.’s products. Similar conditions exist in many cities of the United States.
‘Uneeda biscuit’ is a cracker manufactured and sold by respondent, and |Is the fastest selling cracker in
the world.”

The Loose-Wiles Biscuit Co. does about 15 per cent of the cracker and biscuit businessin the United
States. It isalso found that the cracker and biscuit sales represent from 1 to 3 per cent of the grocers
total business.

Error isassigned in the finding that the petitionersare engaged in interstate commerce. It isargued that
the transactions affected by the order of the commission are solely between agencies of the petitioners
and retail merchants located adjacent to other branches within a State and therefore the respondent was
without jurisdiction. The petitioners admitted in the answer filed, that they were engaged in interstate
commerce, as charged in paragraph 1 of the complaint. Thereis some evidencethat biscuitsand crackers
which are manufactured in one State are shipped without that State and to another with the United States
in competition with other firms and corporations similarly engaged. Since this conclusion of fact has
some support in the evidence, we must regard it as binding upon us. (Curtis Put). Co. v. Federal Trade
Commission, 260 U.S. 568.) We do not, however, regard the existence of this interstate commerce as
material to the present litigation.

Section 5 of the Federal Trade Commission act (38 Stat. 724) provides that unfair methods of
competition in commerce are declared unlawful and the commission is empowered to order a person,
partnership, or corporation to cease and desist fromusing such unfair methodsin commerce. Thefinding
of the commission asto the facts, if supported by testimony, isconclusive onthereview inthiscourt. The
Supreme Court said asto the conclusiveness of the findings of the commission in the Curtis Publishing



Co. case, supra:
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“Manifestly, the court must inquire whether the commission’s findings of fact are supported by
evidence. If so supported, they are conclusive. But asthe statute grants jurisdiction to make and enter
upon the pleadings, testimony and proceedings, adecree affirming, modifying, or setting aside an order,
the court must also have power to examine the whole record and ascertain for itself the i ssues presented
and whether there are material facts not r& ported by the commission.”

Section 2 of the Clayton Act, which is declared to be an act to supplement existing laws against
unlawful restraints and monopolies and for other purposes (38 Stat. 730), provides :

Sec. 2. That it shall be unlawful for any person engaged in commerce, In the course of such commerce,
either directly or indirectly to discriminate in price between different purchasers of commaodities, which
commodities are sold for use, consumption, or resale within the United States or any territory thereof or
the District of Columbia or any insular possession or other place under the jurisdiction of the United
States, wherethe effect of such discrimination may beto substantially lessen competition or tend to create
a monopoly in any line of commerce : Provided That nothing herein contained shall prevent
discriminationin price between purchasers of commoditieson account of differenceinthegrade, quality,
or quantity of the commaodity sold, or that makes only due allowance for difference in the cost of selling
or transportation, or discrimination in price in the same or different communities made in good faith to
meet competition: And provided further, That nothing herein contained shall prevent persons engaged
in selling goods, wares, or merchandise in commerce from selecting their own customers in bona fide
transactions and not in restraint of trade.”

The gravamen of the offense or the unfair method is the granting of discounts to purchasers of
guantitiesas above referred to. The commission does not find that the respondents have amonopoly nor
that they intend by unlawful meansto obtain one. It isnot charged or found that the petitioners have an
agreement or understanding of any kind as to the creation of a monopoly or, indeed, the maintenance of
a sales policy for such a purpose. The law does not make mere size of business an offense or the
existence of unexerted power an offense. It requires overt acts and trusts to its prohibition of there and
its power to repress or punish them. It does not compel competition nor require all that is possible.
(United Statesv. U.S. Stedl Corp., 251 U. S. 417; United States v. United Shoe Machinery Co., 247 U.
S.32)) Inthefirst case It was held to be lawful for asingle corporation to control 50 per cent of the steel
industry, and in the latter it was said to be lawful for a single corporation to control substantially all the
shoe machinery industry. Size alone does not create a monopoly.

In many instances each branch of the chain storesisadistinct and separate purchaser; petitionerssolicit
and take orders and make deliveries to each unit of the chain, and it isfound that in some instances the
owner of but one store isin competition with abranch of a chain that handles no more of the companies
goods in amonth than does the owner of but one store, and the unit of the one store receives a discount.
It is found that the cost of selling and delivery is the same. This is said to be the disadvantage in
competing with chain stores, and the various owners have pooled their orders because they do not carry
on alarge enough business to obtain the discounts. But the petitioners refuse to grant the discounts for
such pooled or combined orders, and it isfound that “ an undue advantage in competing with the owners
operating but oneretail stonein the handling of respondent’ s (petitioner’ s) said products, which practices
have the capacity to and do tend to substantially lessen competition and create a monopoly in the retail
distribution of respondent’ s (petitioner’s) products.” And the commission says that (1) they “are al to
the prejudice of the public”; and (2) they “are all to the prejudice” “of said respondent’ s competitors.”
This court announced in Standard QOil Co. v. Federal Trade Commission (273 Fed. 478) that :

It may be admitted that one function of the Trade Commissionisto discern and suppresssuch practices
in their beginning; but athing exists from its beginning, and it is not a conclusion of law from any facts
here found that a system which at present is keenly competitive, extremely advantageous to the public,
and, in the opinion of amajority of the competent witnesses, economical, is at present unfair to any one
or unfair because tending to monopoly. A tendency is an inference from proven facts and an inference
from the facts as found by the commission is a question of law for the court.”
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InMennen Co. v. Federal Trade Commission (288 Fed. 774; certiorari denied, 262 U. S. 759) acharge
was made against the petitioner, which sold its products to wholesalers, retailers, and cooperative
corporations of retailers who practiced unfair methods of competition in violation of the Trade
Commission Act and of section 2 of the Clayton Act. in that they refused to grant to co-operative
corporations of retailersor to retail erstherein discounts aslarge as those granted whol esalers. One of the
charges against the petitioner there wasthat the practice of varying discountsirrespective of the quantity
and quality tended unduly to hinder competition between distributors of the respondent’s products to
retailersor directly to the consuming public. Thiscourt set asidethecommission’ sorder and announced:

“In this case as in the Grata case, the complaint contains no intimation that the Mennen Co. has any
monopoly of the business of manufacturing and selling toilet articles or that it has the ability or intent to
acquire one. So far as appears, the Mennen Co., acting independently, has undertaken to sell its own
products in the ordinary course, without deception. misrepresentation, or oppression, and at fair prices,
to purchasers willing to take them upon terms openly announced.

“Inthiscase, asinthe Grata case. nothing is alleged which would justify the conclusion that the public
suffered injury or that competitors had reasonable ground for complaint. The allegation that its practice
of varying discountstended unduly to hinder competition between distributors of respondent’ s products
to retailers or directly to the consuming public is a pleader’ s conclusion. The acts complained of in this
casearenot thosewhich have heretof ore been regarded as* opposed to good moral shecause characterized
by deception. had faith, fraud, or oppression, or as against public policy because of their dangerous
tendency unduly to hinder competition or create monopoly.” And as said in the Cratz case : ‘If real
competition isto continue, the right of the individual to exercise reasonable discretion in respect of his
own business methods moist be preserved.”

Whatever may be the exact meaning of the phrase“ unfair methods of competition,” it is now settled
that it is for the courts and not the commission to determine as a matter of law what is and what is not
included in the phrase. Thisruleis not voided by stating as afinding of fact what is a mere conclusion
of law. (Federal Trade Commission v. Grata, 253 U. S. 421; Standard Qil Co. v. Federal Trade
Commission, 273 Fed. 478; N. J. Asbestos Co. v. Federal Trade Commission, 264 Fed. 509.) Itisvery
apparent that no cracker manufacturer could be prejudiced by the refusal of his largest rival to satisfy
customers or prospective customers by granting the discounts de sired. Such arefusal could only have
the effect upon a competitor of driving the dissatisfied customer toit. In thisregard, thereis nothing to
indicate that the public wasin any way prejudiced by the discounts. Thereis no claim that the owners of
chain stores are not competing one with the other or with other retail grocers, including those who have
pooled or combined for ordering purposes, and there being no allegation or suggestion of any agreement
or understanding among manufacturers, it is evident that the public purchases its bakery productsin an
open competitive market as respects both manufacturer and distributor. The only poolsor combinations
are among the grocers who seek to combine for ordering purposes. The practice of giving discount is
permitted under section 2 of the Clayton Act where it is provided “ that nothing herein contained shall
prevent discriminationin price between purchasersof commoditieson account of differencesinthegrade,
quality, or quantity of the commodity sold. or that makes only due allowance for difference in the cost
of selling or transportation, or discriminationin pricein the same or different communities madein good
faith to meet competition.”

The holding below does not say that the size of the petitioner’s business was attained or contributed
to by unfair or unlawful methodsor that it had any monopoly or control of the biscuit or cracker business,
nor that it doesinjure its competitors or restrain trade among them. No conspiracy isalleged or proven.
In deed the petitioner, the Loose-Wiles Co., has but 15 per cent of the business. And there are many
smaller cracker and biscuit manufacturers throughout the country. It isthe exclusion of othersfrom the
opportunity of doing business that is regarded as monopolizing. (Patterson v. United States, 222 Fed
599.) It has been said that size may increase trade and may benefit the consumer. (United States v.
Keystone Watch Case Co., 218 Fed. 502.) There is a finding that the petitioners have extensively
advertised and have created a great demand for their products throughout the United States,
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and now the commission concludesthat “in many localities the demand for such productsis so great that
itisimpossiblefor aretail grocer to successfully conduct hisbusinessif he does not handle respondent’ s
products.”

Even though the manager of the branch store of a chain exercises the fullest discretion in determining
what and how hewill purchase from the company and that the salesmen and deliverymen of the company
spend as much the and effort in the branch store of the retail grocer as in the store of the so-called
independent or individual grocer, it can not be said that the branch store of the chain retailer isaseparate
or different purchaser asintended by section 2. It is undeniable that the manager of abranch of achain-
store system, who may have the fullest individual authority In dealing with the salesmen or deliverymen
of the petitioner, is nevertheless an employee or agent of the owner of the chain system and can not be
regarded as adifferent purchaser; the indebtednessisincurred by the company, the payment is made by
it, and the goods are delivered to it. It may be that the cost of selling the chain isthe same as the cost of
selling to the owner of but one store, but that does not sustain the charge of price discrimination. for there
is no provision in the Clayton Act on elsewhere that the price to two different purchasers must be the
sameif It cost the seller as much to sell one asit does to the other. The provision of section 2 of the act
as to the difference in the cost of selling is merely one of many separate and distinct permissive
exemptions in that section expressly declaring price determination to be lawful if within the particular
exception. Equal opportunity is given to all, in the discount system of petitioners business. The
determining factor is the quantity consumed there is no discrimination among purchasers. All are
supplied on equal terms according to the quantity purchased. While the chain stores have grown in
numbers, this record demonstrates that there are thousands of retail grocers who are carrying on their
businessin one stone. The discount plan was designed for theindividual dealer aswell asfor the large
chain-store owner. It is the right of a merchant engaged in private business freely to exercise his own
independent discretion asto the partieswithwhomhewill deal. (Federa Trade Commissionv. Raymond
Bros.-Clark Co., 280 Fed. 529. 64 L Ed. 175; Great Atlantic & Pacific Tea Co. v. Cream of Wheat Co.
22,Fed 566.) Theonly injury claimed asaresult of the petitioners’ acts comes after the retailer hasthe
biscuitsor crackersand isdisposing of themat retail. Thenitissaid, oneretailer hasaim undue advantage
over another of the same competing class. But we said in the Mennen case :

“Thissubstitution in the final stages of the Clayton bill of the clause to which we havereferred plainly
indicates the intent of Congress to exclude from the operation of the section (sec. 2) mere competition
among ‘ purchasers' from the ‘seller’ or ‘person’ who allowed or withheld the discount and to include
therein only competition between such ‘seller’ or ‘person’ and the latter’ s own competitors.”

This section can have no application unlessthe unfair act substantially lessens competition or tendsto
create a monopoly in any line of commerce. It was never intended by Congress that the Trade
Commission would have the duty and power to judge what istoo fast a pace for merchantsto proceed in
business and to compel themto slow up. To do so, would beto destroy all competition except that which
is easy. Congress intended to eliminate all varieties of fraudulent practices from business in interstate
commerce. (Sinclair Refining Co. v. Federal Trade Comm., 276 Fed. 686.) “The great purpose of both
statutes was to advance the public interest by securing fair opportunity for the play of the contending
forces ordinarily engendered by an honest desire for gain. And to thisend it is essential that those who
adventure their the, skill, and capital should have large freedom of action in the conduct of their own
affairs,” said the Supreme Court in Federal Trade Commissionv. Sinclair Refining Co. (261. U. S. 463.)
Effective competition requiresthat merchants have freedom of action in conducting their own affairs. To
be successful may increase or render insuperable the difficulties that rivals must face, but it does not
congtitute reprehensible or fraudulent methods. (Federal Trade Commission v. Curtis Pub. Co., 260 U.
S. 568.) The method of competition to be condemned as unfair should be characterized by fraud,
deception, or oppression. (Federal Trade Comm., v. Curtis, supra; Federal Trade Comm. v. Grata, 253
U. S.421; N. J. Ashestos Co. v. Federal Trade Comm., 264 Fed. 511, Silver Co. v. Federal Trade Comm.,
289 Fed. 983.)
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In its complaint the commission charged that the practices were all to the prejudice of the public. It
does not make any specific finding as to this. The practice of discounts is not an unfair method of
competition under the statute unlessit is prejudicial to the public. The Intent of the act Isthe prevention
of injury to the general public and what forms the basis of the proceeding is that it deceives the public
or that it was unfair alike to the public and to the competitors. (Royal Baking Powder Co. v. Federal
Trade Comm., 281 Fed. 744; N. J. Asbestos Co. v. Federal Trade Comm., 264 Fed. 510.)

We conclude that the sales policy of the petitioners as to their discount plan as well as the refusal to
sell cooperative or pooling buyers, is fair in al respects as to all its competitors and customers. This
policy obviously does not affect the public interest nor deprive it of anything it desires. It is a practice
which is recognized by manufacturers of bakery products and is Inoffensive to good business morals. It
waserror to direct the petitionersto sell to individual grocerswho pooled there ordersof purchase or who
bought on a cooperative basis. While a chain-store owner may handle more crackers because of his
ownership of more than one store, thisisbut the result of healthy competition. A manufacturer of biscuits
can not be expected to adopt a uniform policy that is appropriate to meet the small buyer and the large
buyer. There is no discrimination between the large buyer, such as the owner of a chain store, and the
grocer owning but one store, There is evidence in the record that many individual grocers do a large
enough business to win the discount provided for under the petitioners' policies. A pool is organized
merely to buy and not for selling purposes. The manager of the pool, when it has amanager, merely buys
as an agent or employee of the pool. He has no control over any of the various grocersin the pool. He
incursno financial liability. Each member of the pool controls hisown businessand isliable for hisown
indebtedness. The case is different where the scale is made direct to the manager of a chain unit. By
pooling purchases, the retail, customers of the petitioners would afford no service in the sale of the
petitioners’ product to the consumersbeyond that which each furnishesindividually, and It may be noted
that the advertising of the large chain stores inures to the benefit of the petitioners’ products by creating
awide-spread and uniform demand for their products and consequently larger sales.

For these reasons, we regard the orders bel ow entered against each of the petitionersasimprovidently
granted and the orders complained of are reversed.



EXHIBIT 6
B.S. PEARSALL CASE
United States Circuit Court of Appealsfor the Seventh Circuit
No 3190. October Term, 1922, April Session, 1923

B. S. Pearsall Butter Company, Petitioner, v. Federal Trade Commission,
Respondent

Petition to review order of Federal Trade Commission

Before Alschuler, Evans, and Page, Circuit Judges.

ALSCHULER, Circuit Judge.

The petitioner complains of an order of the Federal Trade Commission directing petitioner to desist
from “ directly or indirectly using formal or informal contracts or understandings to the effect that
purchasersor dealersin respondent’ s products shall not deal in the goods, wares, merchandise, supplies,
or other commodities of acompetitor or competitors of respondent or in competing commaodities.” The
complaint originally charged petitioner with violating section 5 of the Federal Trade Commissionactin
the use of unfair methods of competition, and section 3 of the Clayton Act in making contracts as
hereinafter stated. By amendment the first charge was eliminated. Section 3 of the Clayton Act is as
follows:

“1t shall be unlawful for any person engaged in commerce, in the course of such commerce, to lease
or make a sale or contract for sale of goods, wares, merchandise, machinery, supplies, or other
commaodities, * * * or fix a price charged therefor, or discount from, or rebate upon, such price, on the
condition, agreement, or understanding that the lessee or purchaser thereof shall not use or deal in the
goods, wares, merchandise, machinery, supplies, or other commaodities of a competitor or competitors
of the lessor or seller, where the effect of such lease, sale, or contract for sale or such condition,
agreement, or understanding may be to substantially lessen competition or tend to create amonopoly in
any line of commerce.”

The contract alleged to be violative of this sectioniis:

“That the said party of the first part does hereby give to the said party of the second part the exclusive
sale of its brands of oleomargarine and nut margarine in the city of ----------------- and vicinity for the
period beginning on the first day of March, A. D. 1920, and ending on the last day of Feb., A. D. 1921.

“And the party of the second part agreesto wholesale party of thefirst part’s brands of oleomargarine
and nut margarine exclusively in the above territory during the period of this contract; second party also
agreeing to actively and vigorously pressto the best of their ability the sale of said products of first party,
and to in every way promote a demand for them in the aforesaid territory.

“It is further agreed by the said party of the first part to refund one-half of the amount of the Federal
wholesalelicense ($100.00) when the party of the second part has sold 40,000# of party of thefirst part’s
oleomargarine and nut margarine and the full amount of ($200.00) when they have sold 75,000# of said
party’ soleomargarine and nut margarine during the period of this contract; al so furnish specialty manfor
a couple of weeks, circularize the trade, furnish advertising literature, and do a reasonable amount of
news-paper advertising.”

It appears that there were in this country 65 manufacturers of margarine products, and that the total
product for the year preceding the complaint
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against petitioner was 350,000,000 pounds, of which petitioner produced about 4,000,000, or slightly
over | per cent. The largest producer, the Jelke Co. of Chicago, 55,000,000 pounds, are extensive
advertisersand do not make exclusive agreementsfor the handling of their product. Thefive big Chicago
packerswho, with Jelke, manufacturethelarge bulk of thisproduct, distributeto thetradelargely through
their own local branches. About 20 of the other manufacturers used contracts more or less similar, and
most of the rest of them have some kind of understanding for exclusive representation with the various
jobbers who handle their product. There was no evidence of any improper practices on the part of
petitioner or of harmful result of its contract either to other manufacturers, dealers, or the public, save
only as might be gathered from the contract itself.

It iscontended for petitioner that its contract does not constitute “ asale or contract for sale of goods”
and therefore does not fall within the provisions of section 3; and that under this record the effect of the
contract, if of sale, may not “be to substantially lessen competition or tend to create a monopoly.”

The agreement may be lacking in elements which would technically make it a contract for sale of
goods, such as price and quantity, but it provides abasisfor sales under which the parties acted and sales
between them were being made, and for the purposes hereof they should not be heard to deny that it was
infact acontract for sale of goods within the purview of section 3 of the Clayton Act. In this respect we
think it fallsfairly within the recent decision of the Supreme Court in Standard Fashion Co. v. Magrane-
Houston Co., 258 U.S. 346. The contract in that case held to be violative of section 3 of the Clayton Act
has much similarity to the one here under consideration.

But the circumstances there appearing, and which were manifestly influential in the result there
reached, when compared with those here disclosed, requireadifferent disposition hereof. 1ncommenting
on the effect of the phrase in Section 3, “ may be to substantially lessen competition,” the court said :

“Section 3 condemns sales or agreements where the effect of such sale or contract of sale‘may’ beto
substantially lessen competition or tend to create monopoly. It thus deals with consequences to follow
the making of the restrictive covenant limiting the right of the purchaser to deal in the goods of the seller
only. But we do not think that the purpose in using the word ‘may’ wasto prohibit the mere possibility
of the conseguences de scribed. It was intended to prevent such agreements as would, under the
circumstances disclosed, probably lessen competition, or create an actual tendency to monopoly. That
iswas not intended to reach every remote lessening of competition is shown in the requirement that such
lessening must be substantial.

“Both courts bel ow found that the contract interpreted in thelight of the circumstances surrounding the
making of it waswithinthe provisions of the Clayton Act as one which substantially lessened competition
and tended to create monopoly. These courts put special stress upon the fact found that, of 52,000 so-
called pattern agencies I n the entire country, the petitioner, or aholding company controlling it and two
other pattern companies, approximately controlled two-fifths of such agencies. Asthe Circuit Court of
Appeals summarizing the matter pertinently observed : ‘ The restriction of each merchant to one pattern
manufacturer must in hundreds, perhapsin thousands, of small communitiesamount to giving suchsingle
pattern manufacturer a monopoly of the business in such community. Even in the larger cities, to limit
to asingle pattern maker the pattern business of dealers most resorted to by customers whose purchases
tend to give fashions their vogue, may tend to facilitate further combinations ; so that the plaintiff, or
some other aggressive concern, instead of controlling two-fifths, will shortly have ailmost, if not quite,
all the pattern business.””

The record in the case at bar discloses no facts or circumstances which would justify the conclusion
that there was here shown more than “ the mere possibility of the consequences described.” We find
nothing from which it might be deduced that the agreement here, “ would, under the circumstances
disclosed, possibly lessen competition or create an actual tendency to monopoly.” Petitioner is
comparatively, and in fact, asmall factor in the margarine business of the country--about | per cent of the
entireproduction. Theredoesnot appear to be anything distinctiveabout its product--nothing which could
not readily be supplied by many other makers of this apparently standardized product. Petitioners does
not occupy “ adominant position” in that line of commerce, as was the case in United Shoe Mach. Co.
v. United
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States, 258 U.S. 451. And it can not be here said, as in the last named case, that to its customer its
particular product “may be absolutely essential to the prosecution and success of his business.”

It is interesting here to note that it was only five years previous that petitioner entered into this
doubtless then well-standardized business in competition with many others, most of whom have
arrangementswith their jobbers more or lesssimilar, and that in the face of thiscompetition in such brief
the built up abusiness of about 4,000,000 poundsfor itslast year. From thisit may well appear that the
similar practice by othersin the same classdid not result in stifling of competition and monopolizing the
trade to the substantial or serious detriment of this recent entrant therein. Nothing here appears to
indicate that the ultimate distributor of the product, the retailer, isin any way bound or restricted. heis
generally familiar with the market and with the ways and means of transportation of commodities, and
if be desiresin his business to handle the product of other makers heis at liberty to produce it--from he
make himself or from hose who handle it.

Most of the witnesses unite in saying that in the handling of this product there is advantage to
manufacturer, jobber, retailer, and the public in having a particular brand handled exclusively by one
jobber in agiven locality wherein be handles no other similar product ; and while one or two did say, on
being examined asto the result of such contract, that it might restrict competition, it is evident that they
meant no more than that the employment of such contracts might in some circumstances so resullt.

Under the particular facts which this record discloses it is our view that the contract in question as
employed by this petitioner does not fall under the condemnation of section 3 of the Clayton Act.

The order herein of the Federal Trade Commission is reversed, and it is directed that the complaint
herein against petitioner be dismissed.



EXHIBIT 7
JOHN BENE & SONS
United States Circuit Court of Appealsfor the Second Circuit
John Bene & Sons, Inc., Petitioner, v. Federal Trade Commission, Respondent.
Before Hon. Charles M. Hough, Hon. Martin T. Manton, Hon. Julius M. Mayer, Circuit Judges.

Petition to review an order of the Federal Trade Commission made and
entered December 27, 1922.

Petitioner (hereinafter called Bene) isand wasin 1918 engaged among other thingsin the manufacture
and sale of hydrogen peroxide.

At the same the one Proper was making and selling a compound to which be gave the trade name of
Daxaol.

Among the customers of Bene were certain store systems commonly known as chain stores, and the
same chain stores or some of them had purchased some Daxol.

Inthe autumn of 1918 Bene obtained abottle purporting to contain Daxol, and submitted it for analysis
to awell known independent laboratory in New Y ork City. The result was not favorable to Daxol, and
Bene communicated the same (in language of the findings) “ to the principal officersof * * * four large
chainstores.” Inthe month of December, petitioner submitted Daxol to another and different Independent
laboratory, and again the result of the analysis was not, to say the least, a favorable advertisement for
Proper’s compound. This analysis Bene sent (according to findings) to one chain-store manager,
accompanied by aletter substantially advising the recipient to confirm the result of the analysis, and the
comment of the letter “ by asking and chemist or doctor.”

In April, 1920, the Commission issued a complaint aleging that the analyses aforesaid and Bene's
comment uponthem* contained certain fal se and mis-leading statements and representati ons concerning
(Daxol) ; that among such false and misleading statements * * * (is the representation that Daxol
contained lime, and that the use of (Daxol) on the human body would be attended with great danger.”

Bene answered promptly, averting inter aliathat the analysiswas correct and that the label upon Daxol
was “absolutely false, fraudulent, and misleading.”

Testimony onthisissuewastakenin September, 1921, and on December 27, 1922, findingswere made
to the effect:

First. As the result of the analyses circulated by Bene, the chain store systems known as Kresge,
McCrory, Kress, and Woolworth withdrew from salein their storesthe preparation known as Daxol, and
shortly thereafter ceased to purchase the same.

Second. The analyses aforesaid and petitioner’ s comment thereon misled the customers of Proper into
the belief that Daxol contained lime ; that the use of the same on the human body would be attended with
great danger, that Daxol was aweak solution and lost its effectiveness in about 72 hours.

Third. The truth of the matter isthat Daxol contains either no lime, or lime in such small quantities as
to be entirely Innocuous, and its use on the human body would not be attended with great danger, and that
Daxoal is not aweak solution of bleaching powder and does not lose Its effectivenessin 72 hours.

Fourth. That the statement of Bene concerning acompetitive product, to wit, Daxol, that its use on the
human body would be attended with great
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danger is false and that the statement of the analyses to the effect that Daxol is a solution of calcium
hypochlorite, commonly known as bleaching powder, is misleading deceptive, and constitutes a
misrepresentation.

Immediately on making these findings the order under review was entered. The order is asfollows :

“It is ordered that the respondent, John Bene & Sons (Inc.) its officers, agents, representatives, and
employees, do cease and desist, from directly or indirectly, publishing, circulating, or causing to be
published or circulated, any false, deceptive, or misleading statements of or concerning the product of
a competitor, and particularly from publishing, circulating, or causing to be published or circulated,
directly or indirectly, such statements concerning the product Daxol manufactured by the Proper
Antiseptic Laboratories of Cincinnati, Ohio, to wit :

“That thisisa solution of calcium hypochlorite or, asit is usually known, bleaching powder. It is our
opinion that its use on the human body would be attended with great danger.”

That “Daxol isavery weak solution of bleaching powder and loses its effect in about 72 hours.”

Petition for review followed.

Frederick N. Van Zandt for petitioner.

W. A. Sweet and W. H. Fuller for Federal Trade Commission.

HOUGH, Circuit Judge.

Under the Curtis Publishing Co. case (260 U. 5. 568) we “ must inquire whether the commission’s
findings of fact are supported by evidence;” and thisinquiry includes an ascertainment of what kind of
evidence, or evidence so-called, the fact-findings rest upon.

If by evidence is meant testimonial matter legally competent, relevant, pertinent, and material, this
record contains very little of that kind.

It was plainly desirable, as Bene manufactured hydrogen peroxide, to compare Daxol with the other
preparation, and on this point one Irene Kuhlman replied in answer to the question, “ What are Daxol and
peroxide used for?thus: “ Well, not a seriouswound of any kind ; itisvery injuriousto a seriouswound,
for cuts, very small cuts, or bruises, or sore throat, it was very helpful, the same as could be considered
asto peroxide.” How competent this withess was to answer this question over due objection is perhaps
suggested by the fact that her usual and regular occupation was that of running a*“ beauty parlor.”

It also seemed appropriate to show that the business of the proprietors of Daxol had been Injured by
what Bene had done, and how such injury had arisen, and Miss Kuhimantestified fully onthispoint. Her
qualificationsfor giving such testimony werethat on the 6th of January, 1920, she became connected with
the corporation that succeeded Proper in the manufacture of Daxol. At thisthe she became a stockholder
to the extent of one share, and adirector, and she aso, In her own language, “ operated the books of the
company.” After thus qualifying she testified at length concerning events that had occurred long before
her connection with the concern. The scheme of her evidence may be judged from this quest on and
answer :

“Q. Do you remember when thus trouble arose about this analysis?-A. | was not connected with the
company, but at the time they incorporated the whole case was explained and | have all the papers
concerning the case.”

She was permitted to testify not only as to correspondence antedating her connection with Proper’s
successor, but as to the contents of books which were never produced. This evidence related to sales
made by Proper Individually prior to the time when (again in the witnesses' s language) he “ sold out as
an individual and changed it to a corporation.”

It was further necessary under the issue as framed, to prove the inaccuracy or falsity of the analyses
made at Bene' srequest; and thiswas sought to be done by introducing theinvestigation of other chemists.
Accordingly there was offered in evidence areport on Daxol made in February, 1919, by the chemist of
the dairy and food department of the State of Ohio, one made by the Bureau of Chemistry of the United
States Department of Agriculturein November, 1919, and one madein September, 1921, by Pitkin (Inc.),
of New York City.

Apparently no effort wasmadetoidentify or ascertain the origin of the substance submitted for analysis



further than that it was contained in a bottle labeled Daxol. The inference is necessarily that the
commission regarded
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the content of any bottle labeled Daxol as material to thisissue, and it must also have been assumed that
everything in a bottle labeled Daxol came from Proper. But there was no identification of what was
analyzed as being Proper’ s product.

On the assumption made and without any evidence as to the age of the preparation as analyzed, the
inferencesareirresistibleeither that the preparation known as Daxol wasnot stableor that itscomposition
varied.

The taking of opinion evidence extends over afield hitherto we think un-knowninlegal investigation.
One of the chemists who had analyzed the contents of a Daxol bottle at the request of Bene had said that
itsuse” onthe human body would be attended with great danger.” Whereupon another chemi st wasasked
by the commission’s attorney whether he thought Daxol would be injurious when applied to the human
body. Over objection be was permitted to testify on the ground that “Well, it was a chemist that made
the statement, that’s the reason | think that he (the witness) is qualified.” And examples of similar
procedure might be multiplied.

The questions suggested by the foregoing references are whether the commission, initsinvestigations,
isrestricted to the taking of legally competent and relevant testimony. We incline to think that it is not
by the statute, and having regard to the exigencies of administrative law, that it should not be so
restricted.

We are of opinion that evidence or testimony, even though legally incompetent, if of the kind that
usually affects fair-minded men in the conduct of their daily and more important affairs, should be
received and considered ; but it should be fairly done. The Trade Commission, like many other modern
administrative legal experiments, is called upon simultaneously to enact the roles of complainant, jury,
judge, and counsel. Thismultipleimpersonation isdifficult, and the maintenance of fairness perhaps not
easy, but we regard the methods pursued in showing Proper’s diminution in sales as hacking in every
evidential or testimonial element of value ; and opposed to that sense of fairness which is almost
instinctive.

We note that no finding of fact was made by the commission to the effect that Proper’ s sales of Daxol
in the aggregate diminished. But a finding was made ut supra that four chain store systems excluded
Daxol from their counters.

Asto thisfinding the record contains no evidence whatever justifying any reference to the Woolworth
Co. The agent of Kresgetestified plainly that Daxol did not sell and that wasthe reason “we discontinued
carryingit.” Thebuyer for McCrory declared that the chemical analysiswould have had no effect on him
if there had been alargetradein Daxol, and averred that the reason why be did not continue buying it was
because the demand slackened. The witness produced from the Kress Co. was the only support of the
commission s substantial averment, namely, that these particular four chain stores dropped Daxol asthe
result of Bene's activities.

We can not think that such testimony as this affords a foundation either legal or reasonable for the
finding first above summarized.

Having pointed out the Infirmity of what wasintroduced as evidence, we shall not pause to inquire as
to whether the order could be justified on all that is |eft of any probative value, to wit, the statement on
behalf of the Kress Co., the various analyses, and the admissions of the petitioner herein. For . thereis
amuch more important question presented by this record,;

This proceeding has nothing to do with the various antitrust acts ; the only statute invoked is section
5 of the act creating the commission (38 Stat. 717, 724).

Under this statute there are two points that must be made to appear before any complaint can issue:

First. That the person complained of “is using any unfair method of competition in commerce”; and

Second. That a proceeding by the commission in respect thereof would be “to the interest of the
public.” 1

It would seem elementary that whatever is necessary to justify a proceeding by the commission must
be proved in that proceeding by said commission. Both these points are duly alleged in the complaint
herein, but no finding has been made to the effect that the proceeding has been justified as being In the
interest of the public.



1 See adiscussion of this point by Denison, J., in Silver v. F. T. C., 289 Fed., 985.
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That the public interest isto be considered in proceedings of thiskind is manifest from all the reports,
but it is sufficient to cite the Winsted Hosiery case, 258 U. S. 483. The court said (p.493): “The facts
show that it isto theinterest of the public that a proceeding to stop the practice be brought * * *. When
misbranded goods attract customers by means of the fraud which’ they perpetrate, trade isdiverted from
the producer of truthfully marked goods.” The decision cited restsflatly on the proposition that the goods
there complained of weremisbranded, and therefore aff orded an unfair method of competitionwith goods
properly branded. But what the court said concerning the goods advertised under a name deemed to
contain Improper, and indeed fraudulent, Implications is just as applicable to goods sought to be
protected and the sale thereof advanced through a proceeding by the Federal Trade Commission, but for
the benefit and advantage primarily of a complaint ; in this case a single person, the manufacturer of
Daxaol.

Thereal meaning of thislitigationis perfectly shown by the witness Kuhlman, who after testifying that
salesof Daxol had practically ceased at thetime shetestified, volunteered the statement that “ the concerns
to whom we have been selling this product have had no faith up to this the because of the analysis that
has been forwarded to the different companies. If thedecisionisinour favor, we may beabletoreinstate
their faithinthe product.” An objection by petitioner to thisdeclaration wasoverruled, and the statement
stands as a peculiarly frank exposition of the nature and purpose of the proceeding. We shall therefore
consider, in the absence . of any finding on the subject, whether it is true, as alleged in the answer, that
what isimparted to the public by the 1abel on the Daxol container is* false, fraudulent, and misleading.”

Thelabel on aDaxol bottle declares that itisa“ new American antiseptic, stronger than peroxide.” It
issaid to represent “ the highest chemical skill in producing a most potent antiseptic similar to the one
inuse at hospitals at the European fronts and recognized to be the greatest medical discovery of the age.”
Inaspecial note the publicisrecommended “ To obtain the best results, use Daxol as often as possible.”

The directions for using this* potent antiseptic “” arein part asfollows : “For cuts, open wounds and
ulcers, moisten thoroughly on lint or cotton and apply freely. For sore throat gargle every half hour. For
abscesses and boils apply freely by moistening cotton. For sore and inflamed eyes mix one teaspoonful
to two tablespoonswarmwater and batheeye.” Andthereareother directionsof asimilar naturetoolong
to quote.

Of the five analyses offered in evidence all but one report lime as present in varying proportions, and
the one that does not mention lime does not pretend to be fully quantitative. Thisanalysisput In evidence
by the commission concludesthus: “ Product is principally chlorine water of astrength of 0.06 per cent.
Asadisinfectant free chlorineisonly equal to hydrogen peroxide, so to be as strong, this solution should
be 3 per cent. Misbranded. Statement on label isfalse.”

So far as chlorine is concerned, the proportions of that chemical found in the samples submitted vary
enormously, viz, from 0.11 per cent to 0.058 per cent, while as for calcium hypochlorite (bleaching
powder) it is present In amajority of the specimens submitted. The record contains no attack upon the
accuracy of the several analyses.

It follows necessarily that we have here a compound either chemically’ unstable, which isa point no
chemist testified upon, or varying in composition, which is a point any layman can ascertain and
understand from the evidence herein.

Finally the record contains no contradiction of the evidence given from a highly qualified physician
and surgeon whotestified fromall the analyses, and hisown experiencewith disinfectantsand antiseptics.
This uncontradicted and unimpeached witness went through the label from which we have quoted above
and pointed out that most of the purposes for which the proprietor so highly recommended Daxol meant
the free application of this solution to mucous membrane both healthy and deceased. He gaveit as his
professional opinion that such applications of Daxol would invariably produce “an irritating caustic
effect”; and he heartily agreed with the Ohio Food Department that Daxol was a misbranded article.

From this evidence we deduce as findings of fact :
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First. Daxol is a product of varying composition and misbranded in that the public is by its label
requested to use it for purposes for which it is medically unfit.

Second. The public has no interest in the protection of such an article.

Asaconclusion of law we hold that there being no proof of a public interest herein, or of Its being to
theinterest of the public that this proceeding should have been begun or the order complained of made,
said order must be reversed; and it is reversed accordingly.



EXHIBIT 8
AMERICAN TOBACCO CASE
Supreme Court of the United States, Nos. 206 and 207. October term, 1923

Federal Trade Commission, Plaintiff in Error, v. American Tobacco Company
and P. Lorillard Company, Inc.

In Error to the District Court of the United States for the Southern District
of New York

Mr. Justice HOLMES delivered the opinion of the court.

Thesearetwo petitionsfor writsof mandamusto the respective corporationsrespondent, manufacturers
and sellers of tobacco, brought by the Federal Trade Commission under the act of September 26, 1914,
c. 311, section 9, 38 Stat. 717, 722, and in alleged pursuance of a resolution of the Senate passed on
August 9, 1921. The purpose of the petitionsisto require production of records, contracts, memoranda,
and correspondence for inspection and making copies. They were denied by the district court (283 Fed.
Rep. 999). The resol ution directsthe Commission to Investigate the tobacco situation asto domestic and
export trade, with particular reference to market price to producers, etc. The act directs the Commission
to prevent the use of unfair methods of competition in commerce and provides for a complaint by the
Commission, a hearing and a report, with an order to desist if It deems the use of a prohibited method
proved. The Commission and the party concerned are both given aresort to the Circuit Court of Appeals
(sec. 5). By section 6 the Commission shall have power (a) to gather information concerning, and to
Investigate the business, conduct, practices, and management of any corporation engaged in commerce,
except banks and common carriers, and Its relation to other corporations and individuals; (b) to require
reports and answers under oath to specific questions, furnishing the Commission such Information as it
may require on the above subjects ; (d) upon the direction of the President or either house of Congress
toinvestigateand report thefacts asto alleged violation of the antitrust acts. By section 9 for the purposes
of thisact the Commission shall at all reasonable times have access to, for the purposes of examination,
and the right to copy any documentary evidence of any corporation being investigated or proceeded
against and shall have power to require by subpoena the attendance and testimony of witnesses and the
production of all such documentary evidence relating to any matter under investigation. In case of
disobedience an order may be obtained from adistrict court. Upon application of the Attorney General
the district courts are given jurisdiction to issue writs of mandamus to require compliance with the act
or any order of the Commission made In pursuance thereof. The petitions are filed under this clause and
the question is whether orders of the Commission to allow inspection and copies of the documents and
correspondence referred to were authorized by the act.

The petitions alege that complaints have been filed with the Commission charging the respondents
severally with unfair competition by regulating the prices at which their commaodities should be resold,
set forth the Senate resolution, and the resol utions of the Commission to conduct an investigation under
the authority of sections5and 6 (a), and in pursuance of the Senate resol ution and for thefurther purpose
of gathering and compiling information concerning the business, conduct and practices, etc., of each of
the respondent companies. There are the necessary formal allegations and a prayer that unless the
accounts, books, records, documents, memoranda, contracts, papers, and correspondence of the
respondents are immediately submitted for inspection
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and examination and for the purpose of making copies thereof, a mandamus issue requiring, in the case
of the American Tobacco Co., the exhibition during busi ness hourswhen the commission’ sagent requests
it, of all letters and telegrams received by the company from or sent by it to all of itsjobber customers
between January 1, 1921, to December 31, 1921, inclusive. Inthe case of the P. Lorillard Co. the same
requirement is made, and also all letters, telegrams, or reports from or to its salesmen, or from or to all
tobaccojobbers* or wholesalegrocers' associations, all contractsor arrangementswith such associations
and correspondence and agreements with alist of corporations named.

The Senateresolution may belaid on one side, asit isnot based on any alleged violation of the antitrust
acts, within the requirement of section 6 (d) of the act. (United Statesv. Louisville & Nashville R. R..
R.R..Co.,236 U. S. 318, 329.) The complaints, astowhich thecommission refused definiteinformation
to the respondents, and one at | east of which, we understand, has been dismissed, al so may be disregarded
for the moment, sincethe commission claimsan unlimited right of accessto therespondents' papers, with
reference to the possible existence of practicesin violation of section 5.

The mere facts of carrying on a commerce not confined within State lines and of being organized as
a corporation do not make men’s affairs public, as those of arailroad company now may be. (Smithv.
Interstate Commerce Commission, 245 U. S. 33, 43.) Anyonewho respectsthe spirit aswell astheletter
of the fourth amendment would be loath to believe that Congress intended to authorize one of its
subordinate agencies to sweep al our traditions into the fire (Interstate Commerce Commission v.
Brimson, 154 U. S. 447, 479) and to direct fishing expeditionsinto private papers on the possibility that
they may disclose evidence of crime. We do not discuss the question whether it could do so if it tried,
as nothing short of the most explicit language would induce us to attribute to Congress that intent. The
interruption of business, the possible revelation of trade secrets, and the expense that compliance with
the commission’ s wholesale demand would cause are the least considerations. It is contrary to thefirst
principles of justice to alow asearch through all the respondents’ records, relevant or irrelevant, in the
hope that something will turn up. The unwillingness of this court to sustain such a claim is shown in
Harriman v. Interstate Commerce Commission, 2151 U. 5. 407, and as to correspondence, even in the
case of acommon carrier, in United Statesv. Louisville & NashvilleR. R. Co., 236 U. S. 318, 335. The
guestion is a different one where the State granting the charter gives its commission power to inspect.

Theright of access given by the statute is to documentary evidence--not to all documents, but to such
documents as are evidence. The analogies of the law do not alow the party wanting evidenceto call for
all documentsin order to seeif they do not contain it. Some ground must be shown for supposing that
the documentscalled for do containit. Formerly in equity the ground must befound in admissionsinthe
answer. (Wigram, Discovery, 2d ed., sec. 293.) We assume that the rule to be applied here is more
liberal but still aground must be laid and the ground and the demand must be reasonable. (Essgee Co.
v. United States, 262 U. S,, 147, 156, 157.) A general subpoenain the form of these petitions would be
bad Some evidence of the materiality of the papers demanded must be produced. (Halev. Henkel, 201
U.S. 43, 77.) Inthe States case relied on by the Government the requirement was only to produce books
and papers that wererelevant to the inquiry. (Consolidated Rendering Co. v. Vermont, 207 U. S. 541.)
The form of the subpoena was not the question in Wheeler v. United States, 226 U. S. 478, 488.

Thedemand wasnot only general, but extended to the recordsand correspondence concerning business
(lone wholly within the State. This is made a distinct ground of objection. We assume for present
purposes that even some part of the presumably large mass of papersrelating only to intrastate business
may be so connected with charges of unfair competition in interstate matters asto berelevant. (Stafford
v. Wallace, 258 U. S. 405, 520, 521. But that possibility does not warrant ademand for thewhole. For
all that appears the corporations would have been willing to produce such papers a s they conceived to
be relevant to the matter in hand. (Sec Terminal Taxicab Co. v. District of Columbia, 241 U. S. 252,
256.) If their judgment upon that matter was not final, at least some evidence must be offered to show
that it was wrong. No such evidence is shown.

We have considered this case on the general claim of authority put forward by the commission. The
argument for the Government attaches some
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forceto the investigations and proceedings upon which the commission had entered. Theinvestigations
and complaints seem to have been only on hearsay or suspicion--but even if they were induced by
substantial evidenceunder oath therudimentary principlesof justicethat we havelaid downwould apply.
We cannot attribute to Congress an intent to defy the Fourth Amendment or even to come so near to
doing so as to raise a serious question of congtitutional law. (United States v. Delaware & Hudson Co.
213 U. S. 366, 408 ; U.S. v. Jin Fuey Moy, 241 U.S. 394, 401.

Judgments affirmed.

March 17, 1924.



EXHIBIT 9
RAYMOND BROS.-CLARK CO. CASE
Supreme Court of the United States. N0.102. October Term, 1923
Federal Trade Commission, Petitioner, v. Raymond Bros.-Clark Company

On writ of Certiorari to the United States Circuit Court of Appeals for the
Eighth Circuit

(January 7, 1924)

Mr. Justice Sanford delivered the opinion of the court.

Thiswrit bringsup for review adecree of The Circuit Court of Appealswhich set aside an order of the
Federal Trade Commission requiring the Raymond Bros.-Clark Co. to desist from a method of
competition held to be prohibited by the Trade Commission act of September 26, 1914, c. 311, 38 Stat.
717.

By section 5 of that act “ unfair methods of competition” in interstate commerce are declared unlawful,
and the commission is empowered and directed to prevent their use.

The commission, in January, 1920, issued a complaint charging the Raymond Co. with acts and
practices the purpose and effect of which wasto cut off the supplies purchased by the Basket Stores Co.,
acompetitor, fromthe T. A. Snider Preserve Co., stifle and prevent competition by the Stores Co., and
interfere with the right of the Stores Co. and the Snider Co. to deal freely with each other in interstate
commerce. The Raymond Co. answered, and evidencewastaken. Thecommission madeareport, stating
its findings of fact and conclusions.

The material facts shown by the findings are : The Raymond Co. and tie Stores Co. are dealersin
groceries, with their principal places of business and warehouses in Nebraska. They buy groceries In
wholesalequantitiesfrom manufacturersin other States, which are shipped to their warehousesand resold
to customerswithinand outside of Nebraska. Each doesan annual businessof approximately $2,500,000.
The Raymond Co. sellsexclusively at wholesale. The StoresCo. operatesachain of retail stores, but also
sellsat wholesdle. Initswholesale trade, which constitutes about 10 per cent of itstotal business, it is
a competitor of the Raymond Co. The Snider Co. is a manufacturer of groceries, with its office in
Illinois. In September, 1918, it sold groceriesto the Raymond Co., the Stores Co. and other neighboring
dealers. These groceries were shipped in interstate commerce in a*“pool” car to the Raymond Co., for
distribution among the severa purchasers.: The Raymond Co., upon thus learning of the sale to the
Stores Co. delayed the delivery of its portion of the groceries to the hindrance and obstruction of its
business, and wrote to the Snider Co., protesting against the sale direct to the Stores Co. and asking for
the alowance of the jobber’s profit on such sale.2 Later, the Raymond Co. declined to pay the Smilder
Co. Until this commission was allowed, and threatened to cease business with it and return all goods
purchased from it then in stock, unlessit allowed this commission and discontinued direct sales to the
St ores Co.; and, thereafter, in attempted settlement of the controversy having failed the Raymond Co.
ceased to purchase from the Snider Co.

1 Thefactsthat the Snider Co.’sofficein Illinoisthat it shipped these groceriesin interstate commerce, are not stated in the
findings; but they otherwise appear in the record and are not disputed.

2 It otherwise appears from the record that the ground of its protest and claim was its assertion that the Stores Co. was
“nothing but aretail store.”
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The conclusions of the commission were : That the conduct of the Raymond Co. tended to, and did,
unduly hinder competition between the Stores Co. and others similarly engaged in business ; that the
purpose of the Raymond Co. was al so to press the Snider Co. to a selection of customers, in restraint of
itstrade, and to restrict the Stores Co. in the purchase of commaodities in competition with other buyers;
and that the conduct of the Raymond Co. tended to the accomplishment of this purpose.

The commission thereupon adjudged that the method of competition in question was prohibited by the
act, and ordered the Raymond Co. to desist from directly or indirectly--hindering or preventing any
person, firm, or corporation in or from the purchase of groceries or hike commodities direct from the
manufacturersor producers, ininterstate commerce, or attempting so to do ; hindering or preventing any
manufacturer, producer, or dealer in groceries and like commaoditiesin or fromthe sel ection of customers
in interstate commerce, or attempting so to do ; and influencing or attempting to influence any such
manufacturer, producer, or dealer not to accept as a customer any firm or corporation with which, in the
exercise of afree judgment, he has, or may desire to have, such relationship.

Upon apetition of the Raymond Co. for review of this order, the circuit court of appeals held that the
finding of fact did not show an unfair method of competition by the Raymond Co. as to the Stores Co.
or others similarly engaged in business. The court said: “ There is no finding that petitioner combined
with any other person or corporation for the purpose of affecting the trade of the Basket Stores Co., or
otherssimilarly engaged in business. So far aspetitioner itself isconcerned, it had the positiveand lawful
right to select any particular merchandise which it wished to purchase, and to select any person or
corporation from whom it might wish to make its purchase. The petitioner had the right to do this for
many reason satisfactory toit, or for no reason at all. It had aright to announce its reason without fear
of subjecting itself to liability of any kind. It also had the unquestioned right to discontinue dealing with
any manufacturer, * * * for any reason satisfactory toitself or for noreason at all. Any incidental result
which might occur by reason of petitioner exercising alawful right can not be charged against petitioner
asanunfair method of competition.” The decree setting asidethe order of the commission wasthereupon
entered.

We pass, without determination, the preliminary contentions of the Raymond Co. that the findings of
the commission are not supported by the testimony in many respects, 3 and that, as both the complaint and
the findings of fact relate merely to a controversy between it and a single manufacturer, over asingleto
shipment of merchandise, the broad order of the commission, commanding it to desist from all acts of
like character with “the entire commercial world” isimprovident, and can not be sustained. 4

The gravamen of the contention in behalf of the commission is that the conduct of the Raymond Co.,
acting alone and not in combination with others, in threatening the withdrawal of patronage from the
Snider Co. if it continued to sell goods to the Stores Co., constituted an unfair method of competition,
oppressive in its character, unlawful when tested by common law criteria, and having a dangerous
tendency unduly to hinder competition.

The words “unfair method of competition,” as used in the act, “are clearly inapplicable to practices
never heretofore regarded as opposed to good morals because characterized by deception, and faith,
fraud, or oppression, or as against public policy because of their dangerous tendency unduly to hinder
competition or create monopoly.” Federal Trade Comm. v. Grata. 253 U. S. 421, 427; Federal Trade
Comm. v. Beech-Nut Co., 257 U. S. 441, 453. If real

3 The Raymond Co. insiststhat the testimony shows, among other things, that it did not intentionally delay the delivery of
the groceriesto the Stores Co.; that the Stores Co. isnot its competitor in the wholesale business, but engaged in theretail
business, selling groceries to consumers in competition with other retail dealers to whom the Raymond Co. sells at wholesale ;
and that it did not threaten the Snider Co. with the withdrawal of patronage of it continued to sell to the Stores Co., but merely
expressed surprise at the change made by the Snider Co. From itsformer policy of selling only to wholesalers, and declared that
it would not have made its own purchases had it known of this

4 Thecircuit court of appeals stated, in the out set of its opinion, that, in any event, as the proceeding related to the use of an
unfair method of competition against the Stores Co., the order of the commission, being “ as broad as the businessworld,” would
havetobemaodified, if sustained in any particular. SeeFederal Trade Comm. v. Grata. 253 U. S. 421, and Western Sugar Refining
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competition is to continue, the right of the individual to exercise reasonable discretion in respect of his
own business methods must be preserved. Federal Trade Comm. v. Grata, supra, page 429.

The present case discloses no e ements of monopoly or oppression. So far as appears the Raymond
Co. has no dominant control of the grocery trade, and competition between it and the Stores Co. ison
equal terms. Nor do wefind that the threatened withdrawal of itstrade from the Snider Co. wasun lawful
at the common law, or had any dangerous tendency unduly to hinder competition.

Itistheright, “long recognized,” of atrader engaged in an entirely private business, “freely to exercise
has own independent discretion asto the partieswith whom hewill deal.” United State v. Colgate& Co.,
250 U. S. 300, 307. Seealso United Statesv. Freight Ass'n., 166 U. S. 290, 320; Dueber Watch-Case
Co. v. Howard Watch Co. (C. C. A.), 66 Fed 637, 645; Great Atlantic Tea Co. v. Cream of Wheat Co.
(C.C. A)), 227 Fed. 46, 48; Wholesale Grocers' Ass' n. v. Trade Comm. (C. C. A.), 277 Fed. 657, 664;
Mennen Co. v. Trade Comm. (C. C. A ), 288 Fed. 774, 780 ; Booth v. Burgess, 72 N. J. Eqg. 181, 190;
and 2 Cooley on Torts(3d ed.), 587. Thusaretail dealer “ hasthe unquestioned right to stop dealing with
awholesaler for reasons satisfactory to himself.” Eastern States Lumber Co. v. United States, 234 U. S.
600, 614; United States v. Colgate & Co., supra, p.307. He may lawfully make a fixed rule of conduct
not to buy from a producer or manufacturer who sellsto consumersin competition with himself. Granada
Lumber Co. v. Mississippi, 217 U. S. 433, 440. Or he may stop dealing with awholesaler who he thinks
isacting unfairly in trying to undermine his trade. Eastern States Lumber Co. v. United States, supra,
p.614; United States v. Colgate & Co., supra, 307. Likewise a wholesale dealer has the right to stop
dealing with amanufacturer “for reasons sufficient to himself.” And hemay do so because hethinkssuch
manufacturer is undermining his trade by selling either to a competing wholesaler or to a retailer
competing with his own customers. Such other wholesaler or retailer has the reciprocal right to stop
dealing with the manufacturer. This each may do, in the exercise of free competition, leaving it to the
manufacturer to determine which customer, in the exercise of his own judgment, he desiresto retain.

A different case would, of course, be presented if the Raymond Co. had combined and agreed with
other wholesale deal ersthat none would trade with any manufacturer who sold to other wholesaledeal ers
competing withthemselves, or to retail deal erscompeting with their customers. An act lawful when done
by one may become wrongful when done by many acting in concert, taking on the form of a conspiracy
which may be prohibited if the result be hurtful to the public or to the individual against whom the
concerted actionisdirected. Granada Lumber Co. v. Mississippi, supra, p.440 ; Eastern States Lumber
Co. v. United States, supra, p. 614. See also Binderup v. Patlie Exchange, -- U. S. -- (Nov.19, 1923).

We concludethat the Raymond Co., in threatening to withdraw itstrade from the Snider Co., exercised
itslawful right, and that its conduct did not constitute an unfair method of competition withinthe meaning
of the act. The decree of the Circuit Court of Appealsisaccordingly

Affirmed.



EXHIBIT 10
FOX FILM CORPORATION
United States Circuit Court of Appealsfor the Second Circuit

FOX Film Corporation, Petitioner. Against Federal Trade Commission,
respondent

Before Hough, Manton, and Mayer, Circuit Judges.

Petition to review the order of the Federal Trade Commission directing the petitioner to cease and
desist from methods of unfair competitionin trade. This petitionisby the Fox Film Corporation to revise
such order. Order affirmed.

Saul E. Roger, Esqg., counsel for petitioner.

Adrien F. Busick, Esqg., counsdl for respondent.

MANTON, Circuit Judge.

Under the authority of the act of September 24, 1914 (38 Stat. L 717, Comp. Stat. 8836-a), the
respondent filed a complaint against the petitioner, alleging that it was engaged in the production of
photoplays and leased and sold its products to the owners and operators of moving-picture theaters
throughout the United States, granting the right to exhibit said photoplays to the public. It is admitted
that the petitioner, in leasing and selling to the exhibitors, maintains agencies at various cities in the
several States of the United States. 1t makes positive photoplays produced by it and packs the same in
such manner asto be adapted for use in motion-pi cture projecting machines. Thesearecalled films, and
the photoplaysareknown inthetrade asreleases. It shipstoitsagenciesin several Statesfrom New Y ork
City. The petitioner is therefore engaged in interstate commerce. (Blindertip v. Pathe Exchange,
Supreme Court, Nov. 19, 1923, 68 L. Ed. 114.)

The parties stipulated the facts, and they had been embodied in the findings of the commission. Itis
stipulated that when a picture has been run and generally exploited in the United States or in a
considerable portion of it, and it is again offered for exhibition at a later period, it is commonly known
asareissueor revival. That according to the accepted practice, usage, and custom of thisindustry, unless
theoriginal the of the pictureisretained or the picturers so described in the contract between the producer
and the and in the advertising matter as a reissue or revival of a photoplay previously released, it is
understood by the exhibitor and the public that the photoplay to be furnished or screened isor will bean
new picture--that isto say, acontinuity not previously exhibited or exploited throughout any considerable
portion of the United States. On December 18, 1916, the petitioner released a motion picture which was
entitled “The Love Thief” and on May 28, 1917, it released a motion picture which was entitled “ The
Silent Lie,” and on September 17, 1917, it released amotion pictureentitled “The Y ankee Way.” These
pictures were extensively exploited and exhibited throughout the United States. They were known at the
asfeaturepictures, being ordinary five-reel picturesdesigned for the principal part of an ordinary motion-
picture theater program. It is stipul ated that in the course of the season of 1919-20 the petitioner reissued
the old picture of “The Love Thef” as“The She Tiger”; reissued the old picture of “The Silent Lie” and
entitled it “ Camille of the Y ukon” and reissued the old pictureof “ The Y ankee Way” and entitled it “ Sink
or Swim.” It furnished each of these three pictures so retitled to exhibitorsin
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various states of the United States in connection with leases providing for the petitioner’s so-called
program series of pictures. All other picturesfurnished under such program contractsto exhibitors with
bill posters and other matter for use in advertising the photoplays to the public. In no way did the
petitioner disclose that the pictures so furnished or any of them were reissues. The advertising matters
furnished exhibitorsby petitioner in connectionwith the picture* Sink or Swim” conspicuously displayed
the legend “William Fox presents George Walshin * Sink or Swim,”” and in connection with “ The She
Tiger” it conspicuously displayed thelegend “* The She Tiger’ fromthefamousnovel, ‘ The Love Thief,’
by N. P. Niessen.” The advertising furnished exhibitorsin connection with the picture “ Camille of the
Yukon” displayed the legend, “Based on Larry Evans's Alaskan novel, ‘The Silent Lie’” Various
exhibitors who received these three photoplays from the petitioner used this advertising matter to
advertisethe exhibition of the pictureswithout further disclosing to the public that they were old pictures.
It was, in effect, stipulated that without further information from the petitioner or its agents that any or
either of the pictures were reissues the exhibitors believed them new pictures and advertised them for
exhibition with the bills and posters supplied by the petitioner, and in some instances they received
complaints from patrons of their theaters, who claimed to have been misled into believing them new
pictures. In effect, it was stipulated that in communities where pictures were received and advertised,
patrons attended the exhibition under the belief that they were new pictures.

The petitioner concedes that it is engaged in competition with other persons, partnerships, and
corporations similarly engaged. Through its agency, it entersinto leases, and contracts with exhibitors,
agreeing to furnish the exhibitorsover afixed period, itscurrent rel eases and grantstheright to exhibitors
to exhibit the same to the public for a stated number of performances. The president of the petitioner,
in effect, testified that it has never been the general practice or policy of the petitioner to exploit, sell, or
lease old pictures under new names or to reissue pictures under any names other than those of their
original release. That the practice or policy of reissuing of old pictures under new names is obnoxious
to him and to the motion-pictureindustry “and indefensible from any ethical or business standpoint ; that
of the multitude of motion pictures or photoplays produced by respondent, he knows of no instance
except those involved in this proceeding in which respondent was reissued any old pictures under new
names ; that with respect to the above pictures there was no attempt to mislead the exhibitors, or the
public that said pictureswere not reissues.” The order to cease and desist provides“that the respondent,
Fox Film Corporation, its agents, servants and employees, cease and desist from directly or indirectly
advertising, selling, or leasing, or offering to sell or lease rei ssued motion-pi cture photo-plays under titles
other than those under which such photoplays were originally issued and exhibited, unless the former
titles of such photoplays and the fact that they therefore have been exhibited under such former titles, be
clearly, definitely, distinctly and unmistakably stated and set forth, both in the photoplay itself and in any
and all advertising matter used in connection therewith in letters and type equal in size and prominence
to those used in displaying the new titles.” While the findings of the commission embraced but three
pictures where the unfair methods were practiced, that is sufficient to support the order to desist. It is
now well recognized that the act refers specifically to maintain methods of competition. This does not
mean the general practice of the offender must be unfair in competition. General practice may involve
many methods each conceived and to be applied for its particular desired result. One act that constitutes
an unfair practice may of itself be offensive to the act. Congress madein mind, in thislegidation, the
prevention of acts which amount to unfair methods of competition, whatever their inception. (Federal
Trade Comm. v.

1 Senator Cummins, chairman of the committee which reported the bill, said (Cong.. Rec., vol. 51, p. 11455)

“Unfair competition must usually proceed to great length and be destructive of competition before it can be seized and
denounced by the antitrust law.  In other casesit must in associated with, coupled with other vicious and unlawful practicesin
order to bring the person or the corporation guilty of the practice within the scope of the antitrust law. The purpose of this bill
in this section and on other sections, which | hope will be added to it, isto seize the offender before his ravages have goneto the
length necessary in order to bring him within the law that we aready have.

“Weknew little of thesethings1890. The commerce of the United States haslargely devel oped in the last twenty-five years.
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Grata, 253U. S. 421.) To meset this, the antitrust law was supplemented. To violate the Sherman Act, it
is necessary to find that the practice has grown to such proportions and strength that the business and
practiceisobnoxious asatrust or monopoly and restrainstrade. No better illustration nanny be example
than the instant case of these three offenses or acts which are unfair restrains of trade and damage the
competitor who sellsto the exhibitors. The Federal trade act was Intended to reach such unfair business
methods when the antitrust law could not do so. The commission may restrain an act which tends so
unduly to hinder competition asto permit the act to be classed as an unfair method of competing. An act
whichinvolves such fraud in competition asto render it unfair, isan act within the condemnation of this
statute. It is by stopping its use before it becomes a general practice that the effect of an unfair method
in suppressing competition is destroyed and competitors protected. False and misleading advertising or
representations concerning hosiery was held to be an unfair method of competition. (Winsted Hosiery
case, 258 U. S. 483.) Inthat case a manufacturer’s practice of selling underwear and other knit goods
made partly of wool, was to label it “Natural merino,” “Natural worsted,” and “Natural wool.” This
product was purchased by the consuming public in the retail trade as indicating pure wool fabrics. It
misled part of the publicinto buying asall wool garments, garmentsmade largely of cotton and aided and
encouraged misrepresentation by unscrupulous retailers and other salesmen. It was held to be an unfair
method of competition as against manufacturers of like garments made of wool and wool and cotton who
branded their productstruthfully and therefore should be suppressed under Sec. 5 of the Federal trade act.
It was held further that such method of competition does not cease to be so because competitors became
aware of it or because it becomes so well known to the trade that retailers as distinguished from
consumersare not deceived by it. Thepicturesintheinstant casewere presented in the advertising matter
and misrepresented by the petitioner to the exhibitors as new pictures when they werein fact old. The
exhibitorsin thetrade had aright to expect that a new name described anew picture. The exhibitorswere
accordingly deceived. It had been the custom to entitle the photoplay products truthfully. Fox’s
stipul ated testimony concedesthis. In Royal Baking Powder Co. v. Federal Trade Comm. (281 Fed. 744)
the petitioner, due to the increased cost of cream of tartar, discontinued manufacturing its widely
advertised brand of cream of tartar baking powder which had been on the market for sixty years, and
began to manufacture a phosphate baking powder and advertised it for sale at about one-half the former
price, under practically the same trade name and put up in the same containers. This court held that the
finding to the effect that thiswas misleading to the public and unfair to other manufacturersselling cream
of tartar baking powder, wasjustified and that fal se and misleading labeling and advertising induced the
public to believe that the phosphate baking powder it was manufacturing was the same as the more
expensive cream of tartar baking powder which it had formerly manufactured, was an unfair method of
competition and could be prevented by the Trade Commission. The fact that the petitioner has
discontinued this misrepresentation and promises abusiness practice which will forbid the publishing of
false advertising in the future, does not deprive the commission of authority to command the company
to desist from such advertising for it is not obliged to assume that fal se representations or publications
or advertising will not be resumed. (Guaranty Vet. Co. v. Federal Trade Comm., 285 Fed. 860.) This
record establishesthat exhibitorswere actually misled by the contracts and the advertising matter into the
belief that the pictures purchased for exhibition were new pictures. The case, therefore, presents the
instance of a producer and distributor misrepresenting the

business have been discovered and put into operation in the last quarter of acentury ; and as we have gone on under the antitrust
law and under the decisions of the court in their effort to enforce that law, we have observed certain formsof industrial activity
which ought to be prohibited whether in and of themselves they restrain trade or commerce or not we have discovered that their
tendency isevil; wehave discovered that the end which isinevitably reached through these methodsis an end which isdestructive
of fair commerce between the States. It isthese considerations which, baa my judgment, have made it wise, if not necessary,
to supplement the antitrust law by additional legislation, not in antagonism to the antitrust law, but in harmony with the antitrust
law, which is more effectively put into the industrial life of Americathe principle of the antitrust law, which is fair, reasonable
competition, independence to the individual, and disassociation among the corporations. * * *



148 ANNUAL REPORT OF THE FEDERAL TRADE COMMISSION

quality of hisgoodsin his contracts and in his advertising matter misrepresenting them so that the trade,
apart from the public, was misled and deceived. | n the reissuance of the old pictures under the new titles,
without any intimation or notice concerning their origin or history, the petitioner was passing off one of
its products for another of its products; that is to say, one of its old productions for a new production.
Thisorder to desist will not prohibit the retaking of a photoplay in which an entirely new cast isused or
an entirely new production is made, or where the origina title is used or reference made thereto in the
advertising of the picture. Thereis no objection to the use of the former photoplay if the name be not
changed and no deception be practiced in its rel ease to the exhibitors or its exhibition.
The order of the commission is affirmed.



EXHIBIT 11
PROCEEDINGS DISPOSED OF DURING YEAR ENDED JUNE 30, 1924
|. ORDERSTO CEASE AND DESIST

Complaint No. 303.--Federal Trade Commission v. Utah-ldaho Sugar Co., Amalgamated Sugar Co.,
E. R. Wooley, A. P. Cooper, and E. F. Cullen. Charge : Using unfair methods of competition in
connection with the manufacture and sale of beet sugar, consisting in the circulation of false and
misleading reports concerning the business, methods, and financial standing of competitors and the
inability of competitors to produce sugar, due to the alleged fact that all the producing territory is
controlled by respondent ; making long-term contractswith growersinterritorieswherecompetitorswere
intending to erect factories; causing railroadsto delay building tracksand other facilitiesfor competitors,
and causing banks to withhold credit ; spying upon the private and business affiliates of competitors ;
establishing factories and buying up supplies in territories about to be occupied by competitors ;
preventing manufactures of machinery from supplying competitors ; secretly paying others to institute
litigation against competitors and furnishing money to secret agents for the purpose of acquiring the
controlling interest in the business of competitions, in alleged violation of section 5 of the Federal Trade
Commission act.

Disposition : After hearing, the commission dismissed the complaint asto E. F. Cullen, and entered the
following order :

Now thereforeit is ordered that the respondents, Utah-l1daho Sugar Co. and the Amalgamated Sugar
Co., each of them and their officers, agents, and employees and E Re Wooled and A. P. Cooper, shall
forever cease and desist from conspiring or combining between and among themselves to maintain or
retain the monopoly of corporation respondents hereinbefore set out ; to prevent the establishment of
beet-sugar enterprises and the building of sugar factories by persons or interests other than said
corporation respondents, and to hinder, forestall, obstruct, or prevent competitors or prospective
competitorsfrom engaging in the purchase of sugar beets, and in the manufacture and sale of refined beet
sugar in interstate commerce, and from effectuating or attempting to effectuate such conspiracy and
combination--

(1) By respondent corporations allocating to themselves certain territory and establishing interstate
territorial divisionslinesto be observed by and between themselves in the obtaining of sugar beets and
the building of beet-sugar factories for the purpose of unlawfully protecting the said respondent
corporations against competitorswho may endeavor to comeinto such allocated territory for the purpose
of obtaining sugar beets and for the purpose of building factories for the manufacture of beet sugar.

(2) By intimidation, untruthful statements, or otherwise, preventing, hindering, or attempting to prevent
or hinder the Dyer Co., acorporation of Cleveland, Ohio, amanufacturer of beet sugar factory machinery
and builder of beet sugar factories in the United States, or any other such manufacturer, from engaging
In interstate commerce in selling, building, and equipping beet sugar factories for competitors or
prospective contributors who are engaged or who are about to engage in the purchase of sugar beets and
the manufacture and sale of refined beet sugar in interstate commerce.

(3) By using their financial power and influence so asto cause banks and othersto refuse credit to and
to discourage competitorsand prospective competitorsfrom engaging in the purchase of sugar beetsand
the manufacture and sale of refined beet sugar in interstate commerce.

(4) By using their financial power and influence to purchase land and erect factories in the territory
where competitors of prospective competitors intend or shall undertake to start in the business of
purchasing sugar beets and of manufacturing and selling refined beet sugar in interstate commerce,
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when such purchases or erections are not done in good faith and for no other purpose than to forestall,
obstruct, and prevent competitors and prospective competitors from engaging in the business of
purchasing sugar beets and of manufacturing and selling beet sugar in interstate commerce.

(5) By inducing beet growers to break or cancel contracts for the production of sugar beets for
competitors or prospective competitors by promises to build sugar factories, when said respondent
corporations have no intention of constructing same, but make such promise solely for the purpose of
causing breach of contracts for said production in order thereby to prevent or hamper the building of
prospective competing factories or the operation of existing competing factories.

(6) By circulating and publishing false, misleading, and unfair statements concerning the machinery
and equipment of competitors or prospective competitors' factories or the fithess of such machinery to
successfully manufacture refined beet sugar.

(7) By circulating and publishing false, misleading, and unfair statements concerning the (a) ability
of competitors or prospective competitorsto get and pay for beet seed ; (b) adaptability to raising sugar
beets of land or territory In the localities where competitors are located or are intending to locate ; (¢)
ability of competitors or prospective competitorsto pay producersor growersfor sugar beets contracted
for or delivered to them.

(8) By making untruthful and unjustifiable statements against competitors or prospective competitors
to induce, persuade, and influence United States Government departments and agents, for the purpose
of causing said governmental departments or agents to use their power and authority to prevent the
building of factories for the manufacture and sale In interstate commerce of refined beet sugar by
competitors or prospective competitors.

(9). By offering to advertise in newspapers circulating in the localities of the States of Utah, Idaho,
Oregon, and Montanaor el sewhere, wherecompetitorsoperate or prospective competitorsintend to build
and operate beet sugar factories, with the understanding that editorial policies shall be in favor of
corporation respondents as against competitors in regard to the beet sugar industry.

(10) By inducing beet growers or others, through false, unfair, and mis leading statements, to
withdraw their support from, and to breach contractsfor the growing of sugar beetswith competitorsand
prospective competitorsin the manufacture and sal eininterstate commerce of refined beet sugar, thereby
depriving said competitorsof, or hampering themin, the ability to competewith corporation respondents.

(11) By circulating and publishing false, misleading, and unfair statements concerning the financial
standing and responsibility of competitors or prospective competitors for the purpose of preventing or
hampering the sale or disposition of the stocks, bonds, and promissory notes of such competitors, or of
otherwise causing said competitors financial embarrassment.

(12) By financing and furnishing money to secret and undisclosed agents or employees for the
purpose of Inciting financial trouble and embarrassment to competitors or prospective competitors by
purchasing or acquiring secretly the whole or a controlling interest in the business of competitors or
prospective competitorswho are engaged or who intend to engage in the manufacture and sale of refined
beet sugar in interstate commerce.

(13) By financing and furnishing money to secret and undisclosed agents or employees for the
purpose of annoying, harassing, and eliminating competitors and prospective competitors by Instituting
unjustifiable and groundless litigation and law suits.

(14) By circulating false, misleading, and unfair statementsin writing orally concerning the honesty,
integrity, or ability of the promoters, officers, or employees of competitors or prospective competitors
engaged In or about to engage in the purchase of sugar beets and the manufacture and sale in interstate
commerce of refined beet sugar.

(15) By utilizing any other equivalent means not hereinbefore stated of accomplishing the object of
unfairly preventing, forestalling, stifling or hampering the business of competitors and of those about to
compete with corporations respondents in the purchase of sugar beets and the manufacture and sale of
refined beet sugar In interstate commerce.

No service of the complaint having been made upon the respondent, E. F. Cullen, it isfurther ordered
that the complaint herein be, and the same is hereby, dismissed as to the said respondent, E. F. Cullen.
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By the commission, Commissioners Van Fleet and Gaskill, dissenting. Memorandum dissent by
Commissioner Van Fleet attached.

DISSENT BY COMMISSIONER VAN FLEET.

In this case the respondents are engaged in the manufacture and sale of beet sugar. The sugar is sold
in interstate commerce. The manufacture is intrastate. This proceeding is based on section 5 of the
Federal Trade Commissionact, whichdeclaresunlawful unfair methodsof competitionincommerce. The
fact that respondents are engaged in commerce in selling sugar produced has no bearing on the case for
the reason that the proof does not Show any acts of unfair competition in such product. The fact that a
respondent Is engaged in commerce is not material unless the acts charged have to do with such
commerce or that of its competitors in such commerce. The acts to which the proof is directed are
concerning only the manufacture. The manufacture of sugar from beetsis somewhat peculiar inthat itis
necessary to have the factory located where beets may readily be obtained by short haul. It is not
profitable to ship the beets a great distance to the factory. The acts to which the proof is directed
consisted intheeffort of respondentsto prevent competing factories being located I n contiguousterritory
where they might absorb a part of the supply of beets to respondents’ factories. It was at most a
prevention of competition in the purchase of the raw material for manufacture within the State, and In no
case does the proof show an interference with the transport of beets from one State to another, or an
Interference with the purchase thereof.

Itiswell settled that production and manufacture isnot commerce. Coev. Errol, 116 U. S. 517; Kidd
v. Pearson, 128 U. S. |; United Statesv. E. C. Knight Co., 156 U.S. | ; Capital City Dairy Co. v. Ohio, 183
U. S. 238 ; McCluskey v. Marysville & Northern Ry. Co., 243 U. S. 251; ArkadelphiaMilling Co. v. St.
L ouis Southwestern Ry. Co. 249 U. S. 134; The Coronado case, 259 U. S.344 ; Hammer v. Dagenlanart,
247 U. S. 251.

Thefact that an articlein process of manufactureisintended for export to another State does not render
it an article of interstate commerce. Crescent Oil Company v. Mississippi, 257 U. S. 129. But it is
contended in support of than jurisdiction of the commission that such interference with the source of
supply of respondent’ s competitors affects the ability of such competitorsto produce sugar to be sold in
interstate commerce and that such actsare thus an interference with such commerce. Thistheory isbased
on those cases holding that intrastate acts which directly interfere with a current of commerce may be
controlled by Congress, Swiftv. U. S., 196 U. S. 375 ; United States v. Patten, 226 U. S. 525 ; United
Statesv. Ferger, 250 U. Se 199 ; Stafford v. Wallace, 257 U. S.; Board of Trade of the City of Chicago
v. Olsen, et al. U. S. Sup., Apr. 16, 1923.

Thereisno conflict between the cases holding that production and manufacture are not commerce and
the doctrine laid down in the Swift and following cases. Inthefirst case thereisno interstate commerce
unless the acts themselves are such. In the second case there already is interstate commerce which is
being affected or obstructed by the intrastate acts. Confusion may arise if the intrastate acts regul ated
under the doctrineinthe Swift case be compared with intrastate actswhere thereisnot already commerce.

Purely intrastate acts may or may not come under the Federal jurisdiction, depending on whether they
affect existing interstate commerce. The same acts thus may or may not be subject to such jurisdiction.
Thisiswell illustrated in the two cases of Hill v. Wallace, 42 Sup. Ct. Rep. 453 ; Board of Trade of the
City of Chicagov. Olsenetal U. S. Sup., Apr. 16. 1923. When such acts are subject to such jurisdiction
it is not because they are commerce, but because they affect or obstruct it.

In the present case there is no commerce to obstruct until the beets are manufactured into sugar and
such sugar has been placed in transport. The argument is, however, as stated above, that the acts here cut
off at the source such commerce. It isonly such acts as directly interfere with commerce which come
under the Federal jurisdiction. The line must be drawn somewhere, else all jurisdiction in trade or
production would become Federal. Hence Congress has not jurisdiction of such acts as only indirectly
or remotely affect commerce. Intheinstant caseif interference with the production and manufactureinto
sugar of beetsis an obstruction to alater or unborn commerce in sugar to be made from the beets, one



who intrastate sold defective beet seed,
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thus preventing the production of beets to be manufactured into sugar, would be in commerce. Or one
who sold fertilizer to rai se the seed to plant the beets to make the sugar to be shipped in commercewould
be in commerce.

Complaint No. 459.--Federal Trade Commission v. United Typothetae of America, Benjamin P.
Moulton, Arthur E. Southworth, Charles Le Kingsley, George H. Gardner, E. H. James, Fred W. Gage,
and Joseph A. Borden. Charge: Using unfair methods of competition by inaugurating acampaign known
asthe“three-year plan” for the purpose of collecting assessmentsfrom manufacturersand merchantswho
sell paper, printing presses, type, ink, and other supplies to employing printers and other associations
allied to the printing industry, the money to be used mainly for the purpose of inducing employing
printersto use auniform system of cost accounting and a standard price list compiled by the respondent
; using coercive methods to obtain subscriptionsto the “ three-year-plan” fund ; adopting through its “
trade-matter committee” a practice of attempting to control the matter of terms on which manufacturers
of printing presses, etc., sell their output to printing establishments, and attempting to have such
manufacturersrefuseto placeany of their presses, etc., in any printing establishment until acash payment
equal to 25 per cent of the amount of the total purchase price be paid ; urging printers to adopt a
“standard cost system” and “ standard pricelist,” for the purpose of establishing auniform scale of prices
throughout the printing industry, in aleged violation of section 5 of the Federal Trade Commission act.

Disposition : After hearing the commission entered the following order:

It is now ordered that the respondent, United Typothetae of America, its officers, asindividuals and
asofficersof the United Typothetae of America; itsmembers, individually and asmembersof the United
Typothetae of America; Itsbranch and affiliated local organizations, including, in addition to some not
known to the commission, the following:

Capital District Typothetae, Albany, N. Y. : Fox River Valley Typothetae, Appleton, Wis.; Mountain
Typothetae, Ashville, N. C. ; Atlanta Typothetae, Atlanta, Ga. ; Augusta Typothetae, Augusta, Ga.;
Austin Typothetae, Austin, Tex.; Baltimore Typothetae, BaltimoreMd. ; Battle Creek Typothetae, Battle
Creek, Mich. ; Bay City Typothetae, Bay City, Mich.; Binghamton Typothetae, Binghamton, N. Y. ;
Birmingham Typothetae, Birmingham Ala. Bloomington Typothatae, Bloomington. Ill. ; Boston
Typothatae Board of Trade, Boston, Mass. ; Bridgeport Typothetae. Bridgeport Conn. ; Buffalo
Typothetae, Buffalo, N.Y .; West Jersey Typothetae, Camden. N . J.; Stark County Typothatae, Canton,
Ohio ; Charleston Typothetae, Charleston, S. C; Charlotte Typothetae, Charlotte, N. C.; Chattanooga
Typothetae, Chattanooga, Tenn.; Franklin Typothetae of Chicago, Chicago. I11. ; Franklin Typothetae of
Cincinnati, Cincinnati, Ohio; Graphic Arts Club of Cleveland, Cleveland, Ohio ; Columbia Typothetae,
Columbia, S. C.; ColumbusTypothetae, Columbus, Ga. ; Columbus Typothetae, Columbus, Ohio ; Dallas
Typothetae, Dallas, Tex. ; Franklin Typothetae of Dayton, Dayton, Ohio; Des Moines Typothetae, Des,
Moines, lowa; Typothetae Franklin Association, Detroit, Mich.; Duluth Typothetae, Duluth, Minn.;
Typothetae of Elmira, Elmira, N. Y.; Erie Typothetae, Erie, Pa. ; Everett Typothetae, Everett, Wash.;
Fargo-Moorhead Typothetae, Fargo, N. Dak. ; Flint Typothetae, Flint. Mich. ; Typothetae of Fort Smith,
Fort Smith, Ark.; Fort Wayne Typothetae, Fort Wayne, Ind. ; Fort Worth Typothetae, Fort Worth, Tex.
; Grand Rapids Typothetae, Grand Rapids, Mich. ; Greenville Typothetae, Greenville, S. C. ; Western
Ontario Typothetae, Guelph, Ontario, Canada ; Central Pennsylvania Typothetae, Harrisburg, Pa. ;
Hartford Typothetae, Hartford, Conn.; Typothetae of Haverhill, Haverhill, Mass. ; Houston-Galveston
Typothetae, Houston, Tex. ; Southwestern Typothetae of Kansas and Oklahoma, Independence, Kans.;
Indianapolis Typothetae, Indianapolis, Ind.; Jackson Typothetae, Jackson, Mich.; Jacksonville
Typothatae, Jacksonville, Fla,; Hudson County Typothetae, Jersey City, N. J.; East Tennessee
Typothetae, Johnson City, Tenn.; Kalamazoo Typothatae, Kalamazoo, Mich.; Graphic ArtsOrganization,
KansasCity, Mo. : Knoxville Typothetag, Knoxville, Tenn. ; Lansing Typothetag, Lansing, Mich.; Lima
Typothetae, Lima, Ohio ; Lincoln Typothetae, Lincoln, Nebr.; Arkansas Typothetae, Little Rock, Ark.
; Typothetae of Macon, Macon, Ga. ; Marietta Typothetae, Marietta, Ohio ; Memphis Typothetae,
Memphis, Tenn.; Milwaukee Typothetae, Milwaukee, Wis. ; Minneapolis Typothetae, Minneapolis,
Minn.; Mobile Typothetae, Mobile, Ala;; Montgomery Typothetae, Montgomery, Ala. ; Graphic Arts
Section, C. M.
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A., Montreal, Province of Quebec, Canada; Muskegon Typothetae, Muskegon, Mich.; Ben Franklin
Typothetae of Muskogee, Muskogee, Okla.; Typothetae of Newark, Newark, N. J.; New Haven
Typothetae, New Haven, Conn.; New Orleans Typothetae, New Orleans, La.; New Westminister
Typothetae, New Westminster, British Columbia, Canada; New Y ork Employing Printer Association,
New York, N.Y.; Tidewater Typothetae, Norfolk, Va.; Graphic Arts Association, Oklahoma City, Okla,;
Ottawa Typothetae, Ottawa Ontario, Canada; Pensacola Club, Pensacola, Fla; Typothetae of
Philadelphia, Pa.; Typothetae of Western Pennsylvania, Pittsburgh, Pa.; Maine Typothetae, Portland,
Me.; Portland Typothetae, Portland, Oreg.; Typothetae of Rhode Island, Providence, R. 1.; Quebec
Typothetae, Quebec, Province of Quebec, Canada; Gem City Typothetae, Quiney, Ill.; Racine-Kenosha
Typothetae, Raleigh, Wis.; Central North Carolina Typothetae, Raleigh, N. C.; Richmond Typothetae,
Richmond, Va.; Rochester Typothetae, Rochester, N. Y .; Rockford Tyopthetae, Rockford, I11.; Tri-City
Manufacturing Printers’ Association, Rock Island, I11.; Saginaw Typothetae, Saginaw, Mich.; Employing
Printers’ Educational Association, San Antonio, Tex.; Typothetae of Savannah, Savannah, Ga.; Ben
Franklin Club of St. Louis, St. Louis, Mo.; St. Paul Typothetae, St. Paul, Minn.; Anthracite Typothetae,
Scranton, Pa.; Seattle Division, U. S. A., Seattle, Wash.; St. Joseph Valley Typothetae, South Bend, Ind.;
Spokane Typothetae, Spokane, Wash.; Springfield Typothetae, Springfield, Mass.; Springfield
Typothetae, Springfield, Ohio; Okanagan Press Guild, Summerland, British Columbia, Canada; Syracuse
Typothetae, Syracuse, N. Y.; Tacoma Typothetae, Tacoma, Wash.; Florida West Coast Typothetae,
Tampa, Fla; Terre Haute Typothetae, Terre Haute, Ind.; Toledo Typothetae, Toledo, Ohio; Topeka
Typothetae, Topeka, Kans.; Toronto Typothetae, Toronto, Ontario, Canada; Trenton Typothetae,
Trenton, N. J.; Typothetae of Tulsa, Tulsa, Okla; Typothetae of Utica, and vicinity, Utica, N. Y.;
Vancouver Typothetae, Vancouver, British Columbia, Canada; Waco Typothetae, Waco, Tex.;
Typothetae of Washington, D. C., Washington, D. C.; Ben Franklin Typothetae of Wichita, Wichita,
Kans.; Williamsport Typothetae, Williamsport, Pa.; Wilmington Typothetae, Wilmington, Del.; Ben
Franklin Typothetae, Wilmington, N. C.; Triangle Typothetae, Winston-Salem, N. C.; Winnipeg
Typothetae, Winnipeg, Manitoba, Canada; Worcester Typothetae, Worcester, Mass.--

cease and desist, directly or indirectly--

1. From conducting its system of education in principles and methods of cost accounting in such way
as to suggest any uniform percentage to be included in selling price as profit or otherwise by members
or others using such system of cost accounting.

2. From requiring or receiving from members and others using respondent’ s uniform cost-accounting
system, identified and itemized statements of production costs for the purpose of calculating average,
normal, or standard costs of production, and from publishing them to members and the trade generally
asa“Standard Price List” or “ Standard Guide” or association cost or price list under any other name.

3. From compiling and publishing for use by members and othersin the same trade, average, normal,
or standard production costswithinstructionsor suggestionsfor thetrand ation of such standard costsinto
selling prices under the name of “ Standard Price List” or “ Standard Guide” or any other name.

Complaint No. 472.--Federal Trade Commission v. Pioneer Paper Co. Charge : Using unfair methods
of competition by falsely advertising its productsas* rubber,” and using the terms“one ply,” “two ply,”
and “ three ply,” to designate and describe the different degrees of thickness of its product, when the
different degrees of thickness consist of but one layer or ply with the effect of misleading and deceiving
the public, and giving the respondent’ s product an undue preference over products of competitors who
do not use such methods, in alleged violation of section 5 of the Federal Trade Commission act.

Disposition : A stipulation having been entered into in line of testimony, the Commission entered the
following order:

It is now ordered that respondent, Pioneer Paper Co., its agents, servants, employees, and
representatives do cease and desist--

From employing or using in connection with the sale of roofing material not composed of rubber the
word “Rubber,” alone or in combination with any other word or words to describe its product; (a) in
circulars booklets or other advertising matter; or (b) as, or in connection with, or as part of, a



154 ANNUAL REPORT OF THE FEDERAL TRADE COMMISSION

trade name or brand for such roofing ; or (c) on labels, covers, or wrappers for, or on rolls of, such
roofing; and

From employing or using in connection with the sale of roofing material not composed of two or more
plies, layers, or thicknesses the words “two ply” or “three ply,” aone or in combination with any other
word or wordsto de scribe its product; (a) In circulars, booklets, or other advertising matter ; or (b) as,
or in connection with, or as part of, atrade name or brand for such roofing ; or (c) on labels, covers, or
wrappers for, or on rolls of, such roofing

Complaint No. 473.-- Federal Trade Commission v. Western Elaterite Roofing Co. Charge: (Ante,
complaint No. 472.) Disposition: (Ante, complaint No 472)

Complaint No. 474.--Federal Trade Commission v. Sifo Products Co Charge : (Ante, complaint
No0.472.) Disposition: (Ante, complaint No.472.)

Complaint No. 475.--Federal Trade Commissionv. Oertell Roofing Manufacturing Co. Charge: (Ante,
complaint No. 472.) Disposition : (Ante, complaint N0.472.)

Complaint No. 476.--Federal Trade Commission v. Stowell Manufacturing Co. Charge : (Ante,
complaint No. 472.) Disposition : (Ante, complaint No. 472.)

Complaint No. 477.--Federal Trade Commission v. Beckman-Dawson Co. Charge : (Ante, complaint
No0.472.) Disposition: (Ante, complaint No. 472.)

Complaint No. 478.--Federal Trade Commission v. Durable Roofing Manufacturing Co. Charge:
(Ante, complaint No.472.) Disposition : (Ante, complaint No.472.)

Complaint No. 479.--Federal Trade Commissionv. McHenry-Millhouse Manufacturing Co. Charge:
(Ante, complaint No.472.) Disposition : (Ante, complaint No.472.)

Complaint No. 480.--Federal Trade Commissionv. International Roofing Manufacturing Co. Charge:
(Ante, complaint No.472.) Disposition : (Ante, complaint No. 472.)

Complaint No. 481.--Federal Trade Commission v. Amagamated Roofing Co. Charge : (Ante,
complaint No.472.) Disposition: (Ante, complaint N0.472.)

Complaint No. 482.--Federal Trade Commissionv. The Chatfield Manufacturing Co. Charge: (Ante,
complaint NO. 472.) Disposition : (Ante, complaint No. 472.)

Complaint No. 483.--Federal Trade Commission v. H. W. Johns-Manville Co. Charge: (Ante,
complaint No.472.) Disposition: (Ante, complaint No.472.)

Complaint No. 484.--Federal Trade Commission v. Keystone Roofing Manufacturing Co. Charge :
(Ante, complaint No. 472.) Disposition : (Ante, complaint N0.472.)

Complaint No. 485.--Federal Trade Commission v. The Barrett Co. Charge : (Ante, complaint No.
472.) Disposition: (Ante, complaint No. 472.)

Complaint No. 487.--Federal Trade Commission v. Philip Carey Manufacturing Co. Charge: (Ante,
complaint No.472.) Disposition : (Ante, complaint No.472.)

Complaint No. 488.--Federal Trade Commission v. H. F. Watson Co. Charge : (Ante, complaint
No0.472.) Disposition: (Ante, complaint No.472.)

Complaint No. 489.--Federal Trade Commission v. The Paraffine Companies. Charge : (Ante,
complaint No.472.) Disposition: (Ante, complaint No. 472.)

Complaint No. 490.--Federal Trade Commission v. Sylvester Le Weaver, trading as the Weaver Roof
Co. Charge: (Ante, complaint No. 472.) Disposition : (Ante, complaint No.472.)

Complaint No. 594.--Federal Trade Commission v. Butterick Co, Federal Publishing Co., Standard
Fashion Co., Butterick Publishing Co., New |dea Pattern Co., and Designer Publishing Co. (Inc.) .
Charges : Using unfair methods of competition by entering into contracts with approximately 20,000
retail dry goods dealers whereby its paper dress patterns are to be resold at certain prices fixed and
established by respondents, and refusing to sell to those who do not maintain such resale pricesin alleged
violation of section 5 of the Federal Trade Commission act ; and entering into contracts whereby its
dealers are prohibited from dealing in patterns manufactured by competitors of respondents, and
enforcing such contracts by’ refusal to sell to such dealers who do not maintain such agreements and by
threats of suits and ingtitution of suits for damages, in alleged violation of section 3 of the Clayton Act.



Disposition : After hearing, the commission entered the following order :
Now, therefore, It is ordered that the respondents, Butterick Co., Federal Publishing Co., Standard
Fashion Co., Butterick Publishing Co., New Idea
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Pattern Co., and Designer Publishing Co. (Inc.), their officers, directors, agents, and employees, while
engaged in competition in interstate commerce among the several States and Territories of the United
States and District of Columbia, cease and desist--

From selling the patterns manufactured by them, or any of them, for resale to the public upon any
contract, agreement, or understanding that the distributor shall maintain the resale price fixed by the
maker, and/or that such distributor shall not deal in patterns produced by aly other maker than the
respondents or any of them.

Complaint No. 694.--Federal Trade Commission v. The Chamber of Commerce of Minneapalis; the
officers, board of directors, and members of the Chamber of Commerce of Minneapolis, Manager
Publishing Co.; John 11 Adams; and John F. Flemming. Charges : Using unfair methods of competition
by engaging in a confederation and conspiracy to annoy and embarrass and destroy the business of the
Equity Cooperative Exchange, acompetitor of the respondent chamber of commerce and itsmembersin
the selling, buying, and distribution of grain, by (a) the publication of false and misleading statements
concerning the said cooperative exchange, particularly in the publications of the respondent publishing
company; (b) the instigation and preparation for trial of certain litigation ; (c) refusal to make available
to said cooperative exchange and its members the telegraphic market quotation service supplied by the
respondents; (d) the boycott of and persistent refusal to buy grain from the said cooperative exchange ;
(e) the suppression of competition among members of the respondent chamber of commerce and
discrimination against nonmembers ; and (f) by the means of contracts binding country shippersto ship
all or agreater part of their grain to the respondent chamber of commerce members, in alleged violation
of section 5 of the Federal Trade Commission act.

Disposition : After hearing, the commission entered the following order : Now, therefore, it isordered
that the respondents, the Chamber of Commerce of Minneapalis; C. A. Magnuson, C. M. Cause, William
Dalrymple, A. C. Andrews, B. F. Benson, W. T. Frasier, H. P. Gallaher, J. B. Gilfillan, jr., H. SHelm,
Asher Howard, John McLeod, J. H. MacMillan, F. C. Van Dusen, John G. McHugh, and al other
members, officers, directors, agents, servants, and employees of the Chamber of Commerce of
Minneapolis, Manager Publishing Co. ; John H. Adams; amid John F. Flemming, and each of them and
their or its officers, agents, solicitors, representatives, servants, and employees, and all other persons
acting under, through, by, or in behalf of them or any of them, forever cease and desist.

From combining and conspiring among themselves or with others, directly or indirectly, to interfere
with or injure or destroy the business or the reputation of the St. Paul Grain Exchange, or its officersand
members, or the Equity Cooperative Exchange, or its officers and stockholders (or other competitors of
the respondent chamber and its members), by--

(1) Publishing or causing to be published in any newspaper, periodical, pamphlet, or otherwise, or
circulating, or causingto be circulated orally or otherwise, along the customersor prospective customers
of the members of the St. Paul Grain Exchange, or the public generally, any false or misleading
statements concerning the financial standing, the business, or the business methods of the said exchange,
itsofficersor members, or concerning the said Equity Cooperative Exchange, itsofficersor stockhol ders.

(2) Instituting vexatious or unfounded suits either at law or in equity against said Equity Cooperative
Exchange with the purpose or intent, or with the effect of hindering or obstructing the business of the said
Equity Cooperative Exchange or injuring its credit and reputation.

Itisfurther ordered that the respondents, the Chamber of Commerce of Minneapalis; C. A Magnuson,
C. M. Case, William Dalrymple, A. C. Andrews. B. F. Benson, W. T. Frasier, H. P. Gallaher, J. B.
Gilfillan, jr., H. S, Helm, Asher Howard, John McLeod, J. H. MacMillan, F. C. Van Dusen, John G.
McHugh, and all other members, officers, directors, agents, servants, and employees of the Chamber of
Commerce of Minneapolis, and each of them, and their or its officers, agents, solicitors, representatives,
servants, and employees and all persons acting under, through, by or in behalf of It or them, or any of
them, forever cease and desist from--

() Combining and conspiring among themselves or with others directly or indirectly to Induce,
persuade, or compel and from inducing, persuading, or
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compelling any of the numbers of said chamber, their agents or employees, to refuse to buy from, sell to,
or otherwise deal with the St. Paul Grain Exchange or its members or the Equity Cooperative Exchange,
or its stockholders, or the customers of any of them, because of the patronage dividend plan of doing
business adopted by the said Equity Cooperative Exchange, or by any of the membersof the said St. Paul
Grain Exchange, as more particularly set forth in paragraph (4) infra of this order.

(2) Hindering, obstructing, or preventing any telegraph company or other distributing agent from
furnishing continuous or periodical price quotations of grains to the St. Paul Grain Exchange, or Its
members, or to the Equity Cooperative Exchange or its stockholders.

(3) Passing or enforcing any rule or regulation, or enforcing any usage or custom, that prohibits or
prevents members of the respondent chamber from conducting their business of dealing, in grain
according to the cooperative method of marketing grain or according to the patronage dividend plan, like
or similar to the method or plan adopted by the Equity Cooperative Exchange.

(4) Denying to any duly accredited representatives of any organization or association of farmer grain
growersor shippers admission to membership in said respondent chamber, with full and equal privileges
enjoyed by any or al of its members or by any or al concerns represented by membership in said
respondent chamber of commerce, because of the plan or purpose on the part of such organization or
association to pay or purpose to pay patronage dividends or to operate or purpose to operate according
to the cooperative plan of marketing grain, namely, the plan of returning any portion or all of itsearnings
or surplusto itspatrons or memberson the basis of patronage, whether such earningsor surplusisderived
from charging patrons or members commissions or otherwise.

(5) Passing or enforcing any rule or regulation or enforcing any usage or custom, that compel s shippers
of grainto Minneapolis, Minn., from country pointsor from St. Paul, Minn., to pay commission or other
charges, unlessand until like commissionsand chargesare paid by shippersof grainto Minneapolisfrom
Omaha, Nebr., or from Kansas City, Mo., or other such favored markets

(6) Passing or enforcing any rule or regulation, or enforcing any usage or custom, that prohibits
members of the respondent chamber, when buying grain on track at country points from paying therefor
morethan the market price of similar grain prevailing at that timein the exchange room of the respondent
chamber, less freight, commissions, anti other charges.

(7) Promulgating, interpreting, or enforcing any rule, custom, regulation, or usagein such amanner as
to require any member of respondent chamber to pay to the farmer or country shipper or other person a
pricefor grainlimitedto aprice equivalent to or identical with the Minneapolismarket price, or otherwise
limit the exercise of free will and individual independent judgement of any such member asto the price
which he shall pay, or which he desiresto pay, farmers, country shippers, or othersfor grain on track at
country points.

Complaint No. 740--Federal Trade Commissionv. Prichard & Constance(Inc.). Charge: Using unfair
methods of competition in the manufacture of cosmetics and toilet articles by adopting and maintaining
a system of fixing the resale price of its products and refusing to sell until prospective customers have
given written assurance that the resal e pricesfixed by respondent will be maintained, in alleged violation
of section 5 of the Federal Trade Commission act.

Disposition : After hearing, the commission entered the following order :

It is now ordered that the respondent, Prichard & Constance (Inc.), its officers, directors, agents,
servants, and employees cease and desist from employing or carrying into effect any selling policy or
system of merchandising, whereby respondent through cooperation with its customers, fixesor controls,
or undertakesto fix or control the pricesat whichitsproductsshall beresold by others--moreparticularly,
through any of the following means :

1. By giving or offering to give special discounts, bonuses, or terms of sale, to jobbers or retailers,
conditional upon their observance of or promise to observe the resale prices fixed by respondent.

2. By otherwise contracting or entering into agreements or understandings with jobbers or retailers,
providing for the maintenance of such prices.

3. By cooperation with its customers In establishing or maintaining a system of resale prices.

4. By utilizing any other cooperative means, directly or indirectly, to bring about the maintenance of



the resale prices fixed by respondent.
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Complaint No. 742.--Federal Trade Commissionv. F. B. Dunn, R T. Harris, L G Wright, T. E. Lester,
S. H. Miles, George F. Burton, F. L McCoy, and J. H. Darby. Charge : Using unfair methods of
competition in the sale of the capital stock of the Congressional Oil Co. by the use of said company as
adevicefor the disposition of certain oil leases at exclusive and fictitious prices ; by publishing falseand
misleading statements relative to the company property, earnings, and prospects, and by deceiving the
purchasing public by numerous fraudulent schemes of promotion, in alleged violation of section 5 of the
Federal Trade Commission act.

Disposition : After hearing, the commission dismissed the complaint asto respondents L. G. Wright,
T. E. Lester, S. H. Miles, F. L McCoy, J. H. Darby, and entered the following order to the remaining
respondents :

It isnow ordered that the respondents, F. B. Dunn, H. T. Harris, and George F. Burton and their agents
do cease and desist from, directly or indirectly--

Publishing, circulating, or distributing or causing to be published, circulated, or distributed, any
magazine, newspaper, pamphlet, circular, |etter, advertisement, or any other printed or written matter
whatsoever in connection with the sale or offering for sale in interstate commerce of stock or securities
whereinis printed or set forth any false or misleading statements or representations to the effect that the
property or operation of any corporation, association, or partnership isin proven il territory, or any other
false or misdeading statements or representations concerning the promotion, organization, character,
history, resources, assets, oil production, cannings, income, dividends, progress, or prospect of any
corporation association, or partnership.

Complaint No. 776.--Federal Trade Commission v. Armstrong Paint & Varnish Works, United States
Roofing Paper & Paint Factories (Inc.), and Abe Hochman and Harry Goldfish, partners doing business
under thetrade name of Army & Navy Stores. Charge : Using unfair methods of competition by offering
for sale paints, varnishes, and rooting paper, labeled “U. S.” with a reproduction of a picture of Uncle
Sam, with the purpose and effect of misleading the purchasing public into the belief that the goods were
made for the Army or Navy, or according to Government specifications, and by labeling its product in
such manner asto indicate they were manufactured by the respondent United States Roofing Paper &
Paint Factories (Inc.) and by the use or numerous false and misleading statements by the respondent,
Hochman and Goldfish, asto the value and quality of the paints, varnishes, and roofing paper offered for
sale, with the effect of misleading and deceiving the purchasing public, in alleged violation of section 5
of the Federal Trade Commission act.

Disposition : After hearing, the commission entered the following order :

Therefore it is now ordered that respondent, Armstrong Paint & Varnish Works, a corporation
organized under and existing by virtue of the laws of the State of Illinois, its officers, directors, agents,
servants, and employees, do cease and desist--

(1) From using thewords* United States” or the symbol or abbreviation thereof “U. S.,” or apicture
of the figure known as “Uncle Sam” which by custom and general usage has become well known as
symbolic of the United States, either in combination or alone, in advertising matter or label sor otherwise,
as describing commodities as having been purchased from or manufactured for or by the Government of
the United States, when such commaodities have not in fact been purchased from or manufactured for or
by the Government of the United States.

(2) From selling or offering for sale by means of labeling, designating, or otherwise describing or
advertising commodity as“U. S. House Paint,” “U. S. Floor or Utility Varnish,” or by using words of
similar import, as having been purchased from or manufactured for or by the Government of the United
States, when such commodities have not in fact been purchased from or manufactured for or by the
Government of the United States.

Itisfurther ordered that respondent, United States Roofing Paper & Paint Factories ( Inc.) (otherwise
United States Roofing Paper Co. (Inc.)), a corporation organized under and doing business by virtue of



the law’ s of the State of South Dakota, its officers, directors, agents, servants, and employees do cease
and desist--

(1) From using thewords*United States’ on the symbol or abbreviation thereof “U. S.” on an picture
of the figure known as “Uncle Sam,” which by custom and general usage has become well known as
symbolic of the United States, other in combination or alone, in advertising matter or |abelsor otherwise,
as describing commodities as having been purchased from or manufac-
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tured for or by the Government of the United States, when such commodities have not in fact been
purchased from or manufactured for or by the Government of the United States.

(2) From selling or offering for sale by means of labeling, designating, or otherwise describing or
advertising acommodity as“U. S. House Paint,” “U. S. Floor or Utility Varnish,” or by using words of
similar import, as having been purchased from or manufactured for or by the Government of the United
States, when such commodities have not in fact been purchased from or manufactured for or by the
Government of the United States.

(3) Fromusing in its firm name or on labels or advertising or otherwise the word “ Factories* or
words of similar import in connection with statements indicating or representing that by reason of
purchasing paints, varnish, or roofing from it customers save or can save costs or profits otherwise and
ordinarily required by intermediary dealers unless respondent isin fact amanufacturer and not itself an
intermediary dealer.

It is further ordered that respondents, Abe Hochman and Harry Goldfish, doing business under the
name “Army and Navy Stores” or “Army and Navy Goods Stores,” and each of them, their agents,
servants, and employees, do cease and desist--

(1) From using the words “United States’ or the symbol or abbreviation thereof “U. S.” or apicture
of the figure known as “Uncle Sam,” which by custom and general usage has become well known as
symbolic of the United States either in combination or alone, in advertising matter or |abelsor otherwise.
as describing commodities as having been purchased from or manufactured for or by the Government of
the United States, when such commaodities have not in fact been purchased from or manufactured for or
by the Government of the United States.

(2) From selling or offering for sale by means of labeling, designating or otherwise describing or
advertising acommodity as“ U. S. House Paint.” “U. S. Floor or Utility Varnish,” or by using words of
similar import, as having been purchased from or manufactured for, or by the Government of the United
States, when such commodities have not in fact been purchased from, or manufactured for or by the
Government of the United States.

(3) From selling or offering for sale in “Army and Navy Stores’ or otherwise, either by means of
advertising, designating or otherwise describing or representing, directly or indirectly a commodity as
surplus Government supplies, or Government supplieswhen such commodities have not been purchased
from, or manufactured by, or for the Government of the United States.

Complaint No. 793.--Federal Trade Commissionv.theQ. R. S. Music Co. Charge: Unfair competition
in the manufacture and sale of rollsfor player pianos, in establishing and announcing fixed resale prices
and stating that it will refuse to sell, and in fact has refused to sell. to those who fail to maintain such
prices, in alleged violation of section 5 of the Federal Trade Commission act ; further, because of
contracts entered into with dealers under the terms of which such dealers to the extent of their tradein
player rollsareto handlerespondent’ s products only, the effect isto substantially |essen competition and
tend to create a monopoly, inn alleged violation of section 3 of the Clayton Act.

Disposition : After hearing, the commission entered the following order :

Now, therefor, it isordered that the respondent, the Q. R. S. Music Co., its officers, directors, agents,
servants and employees, cease and desist from carrying into effect a policy of fixing and maintaining
uniform pricesat which the articles manufactured by it shall beresold by itsdistributorsand dealers, by--

1. Entering into contracts, agreements and understandings with distributors or dealers requiring or
providing for the maintenance of specified resale prices on products manufactured by respondent.

2. Attaching any condition. expressed or implied, to purchases made by distributors or dealersto the
effect that such distributors or dealers shall maintain resale prices specified by the respondent.

3. Requesting dealers to report competitors wino do not observe the resale price suggested by
respondent, or acting on reports so obtained by refusing or threatening to refuse sales to dealers so



reported.

4. Requesting or employing salesmen or agentsto assist in such policy by reporting dealerswho do not
observe the suggested resale price, or acting on reports so obtained by refusing or threatening to refuse
salesto dealer’s so reported.
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5. Requiring from dealers previoudly cut off promises or assurances of the ma maintenance of
respondent’ s resale prices a s an condition of reinstatement.

6. Utilizing any other equivalent cooperative means of accomplishing the maintenance of uniform
resale prices fixed by the respondent.

Itisfurther order that respondent, the Q. R. S. Music Co., its officers, directors, agents, servants and
employees cease and desist from entering into contracts, agreements or misunderstandings or making
sales or fixing a price charged therefor or discount from or rebate upon such price subject to the
condition, agreement or understanding that the purchaser of respondent’s product shall not deal in the
goods, wares or merchandise of any competitor of respondent.

Complaint No. 826.--Federal Trade Commissionv. Philp Moskowitz, trading under the name and style
of Rochester Clothing Co. Charge : Unfair methods of competition in that the respondent, engaged in
New York N. Y., in tune manufacture and sale of clothing for men and boys, labels his clothes
“Trademark, Rochester Clothing Co., for particular men,” with the abbreviation " Co." inconspicuously
placed, thereby in misleading the purchasing publicinto the belief that the respondent’ s clothing isof the
quality produced in Rochester and under Rochester manufacturing Conditions as extensively advertised
by the chamber of commerce and other business associations of that city, in alleged violation of section
5 of the Federal Trade Commission act.

Disposition : After hearing, the commission entered the following order :

Now, therefore, it isordered that the respondent, Phillip Moskowitz, individually and trading under the
name of Rochester Clothing Co., his partners, agents, servants, representatives, and employeesto cease
and desist from

(1) Using ontagsor labels on clothing manufactured in New Y ork City, N. Y., or any place other than
Rochester, N. Y. and sold and shipped, or sold for shipment, in interstate commerce, the words
“Rochester Clothing Company,” or the word “Rochester” alone or in combination with other word or
words, unless following such words or brands, and in type or lettering equally conspicuous with them
appear thewords“Made in New Y ork City” or ** Manufactured in New Y ork City,” if the clothingisin
fact, made in New York City, N. Y., or by the words “made in” or “manufactured in” or words of
equivalent meaning followed by the name of the city or place and State where such clothing is made.

(2) Displaying or using the words or brand “Rochester Clothing Company,” or “Rochester” alone or
in combinations with other words, on stationery and billheads used in the business of making, selling,
and shipping, or selling for shipment, clothing in interstate commerce, or in advertising clothing made
elsewherethan in Rochester, N. Y., in newspaper’s, tradejournals, or elsewherein interstate commerce,
unlessfollowing such words or brand and in type or lettering equally conspicuouswith them appear the
words“Madein New Y ork City” or “Manufactured in New Y ork City,” if the clothing, in fact, is made
in New York City; or by the words “made in” or “manufactured in” or words of equivalent meaning,
followed by the name of the city, town, or place and State where such clothing is made or manufactured.

Complaint No. 827.--Federal Trade Commission v. Samuel Blum. Charge : Unfair methods of
competition in that the respondent, engaged in New York, N. Y., in the manufacturing and sale of
clothing for menand boys, label shisclothesto indicate Rochester, N. Y ., manufacture, hereby misleading
the purchasing public into the belief that the respondent’ sclothing is of the quality produced in Rochester
and under Rochester manufacturing conditions, as extensively advertised by the chamber of commerce
and other business associations of that city, in alleged violation of section 5 of the Federal Trade
Commission act.

Disposition : After hearing, the commission entered the following order:

Now, therefore, it is ordered that the respondent, Samuel Blum, his agents, servants, representatives,
and employees cease and desist from--

I. Using ontagsor labels on clothing manufactured in New Y ork City, N. Y., or in any other placethan



Rochester, N. Y ., and sold and shipped, or sold, or sold for shipment, in interstate commerce, the words
or brand, and in type or lettering equally conspicuous with them, appear the words or brand “High grade
tailored Rochester art clothes,” unless following such words or brand, and in type or lettering equally
conspicuouswith them, appear thewords“Madein New Y ork City, N. Y.,” if theclothing, infactismade
in New York City, N. Y., or by words in which the true place of manufacture, town, or city and Stateis
stated.
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2. Displaying or using the wordsor brand “High classtail ored Rochester art clothes’ on stationery and
billheads used in the business of making, selling, and shipping, or selling for shipment, such clothesin
interstate commerce, or in advertising such clothes made elsewhere than in Rochester, N. Y., in
newspapers, trade journals or elsewhere, unless following such words or brand, and in type or lettering
equally conspicuous with them, appear the words “Madein New York City, N.Y.,” if the clothing, in
fact, ismadein New Y ork City, N.Y ., or by wordsin which the true place of manufacture, town, or city
and State is state.

3. Using on tags or labels on clothing manufactured in New Y ork City, N.Y ., or any other place than
Rochester, N.Y ., and sold and shipped, or sold for shipment in interstate commerce, or displaying or
using on stationery and bill-heads used in the business of making, selling, or shipping, or selling for
shipment, such clothing, or in advertising such clothing in newspapers, trade journals, or elsewhere, in
interstate commerce, theword “Rochester “ alone or in any combination of words other than those stated
in the preceding paragraph, unlessin connection therewith and with equal prominence appear the words
“ Madein New York City “ or alike statement according to the facts as to the place or places of the
manufacture of respondent’s product or of clothing sold by him; and from representing in any manner
or form whatever that clothing made elsewhere than in the city of Rochester, N. Y., is made there.

Complaint No. 836--Federal Trade Commission v. National Biscuit Co. Charge : Unfair methods of
competition in that the respondent, engaged in the manufacture and sale of biscuits, crackers, and other
bakery products, in allowing discounts based on aggregate monthly orders, refusesto grant ashigh arate
of discount on the pooled orders of two or more retail store owners as on the orders of owners of so-
called chain stores, thereby giving the owners of chains of retail stores an undue advantage in competing
with owners operating but one retail store, the said discrimination in price tending to lessen competition
and create amonopoly, inaleged violation of section 5 of the Federal Trade Commission act and section
2 of the Clayton Act.

Disposition : After hearing, the commission entered the following order :

Itisnow ordered that respondent, National Biscuit Co., its officers, directors, agents, representatives,
servants. and employees cease and desist in interstate commerce, directly or indirectly--

1. Fromdiscriminating in price between purchasers operating separate units or retail grocery stores of
chain systems and purchasers operating independent retail grocery stores of similar kind and character
purchasing similar quantities of respondent’ sproducts, where such discrimination isnot made on account
of difference in the grade or quality of the commaodity sold, nor for adue allowance in the differencein
the cost of selling or transporting, nor in good faith to meet competition in the same or different
communities.

2. From giving to purchasers operating two or more separate units or retail grocery stores of chain
systems a discount on the gross purchases of all the separate units or retail stores of such chain system,
where the same or a similar discount on gross purchases is not allowed or given to associations or
combinations of independent grocersoperating retail grocery storessimilar to the separate unitsor stores
of such chain system.

Complaint No. 837.--Federal Trade Commission v. Loose-Wiles Biscuit Co. Charge: Unfair methods
of competitionin that the respondent. engaged in the manufacture and sal e of biscuits, crackers. and other
bakery products, in allowing discounts based on aggregate monthly orders, refusesto grant ashigh arate
of discount on the pooled orders of two or more retail store owners as on the orders of owners of so-
called chain stores, thereby giving the owners of chains of retail stores an undue advantage in competing
with owners operating but one retail store, the said discrimination in price tending to lessen competition
and create amonopoly; in alleged violation of section 5 of the Federal Trade Commission act and section
2 of the Clayton Act. Status:

Disposition : After hearing, the commission entered the following order :



It is now ordered that respondent, Loose-Wiles Biscuit Co., its officers, directors, agents,
representatives, servants, and employees cease and desist, in interstate commerce, directly or indirectly-

1. Fromdiscriminating in price between purchasers operating separate unitsor retail grocery stores of
chain systems and purchasers operating independent retail grocery stores of similar kind and character
purchasing similar quantities of respondent’ sproducts, wheresuch discriminationisnot madeon account
of difference in the grade or quality of the commoadity sold, nor for a
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due allowance for the difference in the cost of selling or transporting, nor in good faith to meet
competition in the same or different communities.

2. From giving to purchasers operating two or more separate units or retail grocery stores of chain
systems a discount on the gross purchases of all the separate units or retail stores of such chain system,
where the same or asimilar discount of gross purchasesis not allowed or given to associations or com-
binations of independent grocers operating retail grocery stores similar to the separate units or stores of
such chain system.

Complaint No. 856.-Federal Trade Commission v. George F. Barton Rockwood Brown, Charles N.
Edwards, Claude A. Hargis, and R. W. Watts. Charge : The respondents are the officers and promoters
of the Consolidated Royalty & L easing Syndicate, an unincorporated association. They are charged with
making and publishing numerous fal se and misleading statements rel ative to the organization, business,
and prospects of the association, as a means of deceiving the purchasing public and furthering the sale
of the share stock of the said Consolidated Royalty & Leasing Syndicate, all in alleged violation of
section 5 of the Federal Trade Commission act.

Disposition : After hearing, the commission dismissed the complaint asto Rockwood Brown, R. W.
Watts, Claude A Hargis, and entered the following order to the remaining respondents :

It is now ordered that the respondents George F. Barton and Charles N. Edwards, individually and as
officers, shareholders, agents, or trustees of the Consolidated Royalty & L easing Syndicate, or asofficers
agents. or share-holders of any other corporation, association, or partnership, and their agents and
representatives, do cease and desist from directly or indirectly--

1. Publishing, circulating, or distributing, or causing to be published, circulated, or distributed, any
newspaper, pamphlet, circul ar letter, advertisement, or any other printed or written matter whatsoever in
connection with the sale or offering for sale in interstate commerce of stock or securities wherein is
printed or set forth any false or misleading statements or representations to the effect that the property
or operation of any corporation, association, or partnership isin proven oil territory, or any false or
misleading statements or representations concerning the promotion, organization, character, history
resources, assets, oil production, earnings, income, dividends, progress, or prospect of any corporation,
association, or partnership.

Complaint No. 862.--Federal Trade Commission v. Crofts & Reed Co., Polonia Soap Co. Charge:
Unfair methods of competition in that the respondent Crofts & Reed Co., controlled by the respondent
Polonia Soap Co., brands and mislabelsits products to promote the belief that olive oil, poroxido,. palm
oil, witch hazel, buttermilk, medicines, or drugs are contained in the soaps so designated, when in fact
its soaps contain no such ingredients, in alleged violation of section 5 of the Federal Trade Commission
act.

Disposition : A stipulation having been entered into, in lieu of testimony, the commission entered the
following order:

Now, therefore, it isordered that the respondents, Crofts& Reed Co. and PoloniaSoap Co.. their officers,
directors, representatives, agents, and employees cease and desist--

(1) From employing or using as labels or brands on soap sold by them,. the fatty ingredient of which
isnot composed entirely of olive oil, or on the wrappers and containersin which such soap is delivered
to customers, the word “ Olive" alone or in combination with any other word or words, unless accom-
panied by aword or words designating the constituent elements other than olive oil constituting in part
the fatty ingredient of the soap (e. g., “Olive oil, coconut oil, and tallow base:” “COlive oil and tallow
base”) or by aword or words otherwise clearly indicating that the fatty ingredient of such soap does not
consist entirely of olive ail (e. g., “ 5 per cent olive oil base”).

(2) From employing or using aslabel s or brands on soap sold by them, which contains no medicament,.
or onthewrappersor containersin which such soap isdelivered to customerstheword “medicinal“ alone
or in combination with any other word or words.

(3) Fromemploying or using aslabel s or brandson soap sold by them, or on the wrappersor containers



inwhich such soapisdeliveredto customers, theword“ Peroxide,” “ Buttermilk,” or “Witch hazel,” either
alone or in combination with another word or words, which soap when purchased by the consumer in the
usual and regular course of commerce, contains none of the ingredient or ingredients indicated by such
labels or brand names.

(4) From employing or using as labels or brands on soap sold by them, the fatty ingredient of which
is not composed entirely of palm oil, or on the
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wrappers or containersin which such soap is delivered to customers, the word “Palm,” either alone or
in combination with any other word or words unless accompanied by a word or words designating the
material other than palm oil constituting in part the fatty ingredient of the soap (e. g., “Palm oil, coconut
oil, and tallow base;” “Palm oil and tallow base”) or by aword or words otherwise clearly indicating that
the fatty ingredient of the soap does not consist entirely of palm ail (e. g., “ 5 per cent palm oil base”).

Complaint No.875.--Federal Trade Commissionv. Lexington Manufacturing Co., Middlesburg Mills,
Millwood Corporation. Charge: The respondents L exington Manufacturing Co. and Middlesburg Mills
are engaged in the manufacture of cotton bedticking and other cotton products and are controlled by the
respondent Millwood Corporation, a holding company. Unfair methods of competition are charged in
that some of the respondent’s bedticking of various grades and qualities are labeled “A. C. A.” in
simulation of asymbol used for many years by the Amoskeag Manufacturing Co. asadesignation for its
best quality special-process bedticking, which, because of its quality and adaptability to purpose is
popular and in great demand in the trade, the said practice by the respondents tending to mislead and
deceivethe purchasing public into the belief that tickings manufactured by respondent manufacturersare
identical with those of the Amoskeag Manufacturing Co., in alleged violation of section 5 of the Federal
Trade Commission act.

Disposition : After hearing, the commission dismissed the complaint asto Millwood Corporation and
entered the following order to the remaining respondents :

Therefore, itisnow ordered that therespondents, L exington Manufacturing Co. and Middlesburg Mills,
corporations organized and existing under and by virtue of the laws of the State of South Carolina, their
officers, directors, agents, servants, and employees, do cease and desist--

1. Fromin any way designating or describing any bedticking manufactured or sold by themas“A. C.
A." ticking, either in advertisements, circulars, price lists, or other literature in which bedticking
manufactured or sold by respondentsis listed, described, or advertised for salein interstate commerce.

2. From placing upon any ticking manufactured or sold by them any ticket or label upon which appear
theletters“A. C. A.,” or any combination or variation thereof.

Complaint No. 876.--Federal Trade Commission v. Lawrence S. Mayers and Chauncey H. Mayers,
partners, doing business under the firm name and style of GenevaWatch Co. Charge: The respondents,
wholesale deal ersin watches, the movements of which they import from placesin Switzerland other than
Geneva, have adopted the trade name “ Geneva Watch Co.” for their watch business, have procured the
United Statesregistration of the trademark “ Geneva,” and stamp it on the dials of their watches with the
addition of theword* Swiss,” to simulatethe standard method of designating high-grade Genevawatches,
and advertise the said watches as “Geneva' watches manufactured by the “Geneva Watch Co.” and
offered at the lowest manufacturer’s prices, all for the purpose of creating the mistaken belief that they
are engaged in the manufacture of watchesinthe Swisscity of Geneva, well known asthe place of origin
of the highest grade of Swisswatches, that their watches are manufactured in said city, and that they are
sold direct to the trade at manufacturer’s prices, and thereby induce the trade and consuming public to
purchase respondents’ watchesin preferenceto competitors’ watchesof likequality, whicharenot falsely
designated “ Geneva,” and in many instancesin violation of section 5 of the Federal Trade Commission
act.

Disposition : After hearing, the commission entered the following order :

Now, therefore, it is ordered that the respondents, Lawrence L. Mayers and Chauncey M. Mayers,
individually and as copartners, trading under the name and style of Geneva Watch Co., their agents,
servants, representatives, and employees do cease and desist from-

I. Using or displaying upon circulars or advertising matter used in connection with the sale of watches
and watch movements manufactured, dealt in, or sold by them in interstate commerce, upon the cases
containing said watch movements, or upon the boxes or packages containing said watches or watch
movements the words “ Geneva Watch Company,” or the word “ Geneva, “alone or in combination with
other word or words, if in truth and fact the said watches and watch movementswere not made in the city



of Geneva, Switzerland, unless following such word or words and in type or lettering
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equally conspicuous with them, appear words in which the true place of manufacture, town or city and
State, is stated.

2. Using or displaying upon circulars or advertising matter used by them in connection with the sale
of watches or watch movements made, dealt in, or sold by them in interstate commerce, upon the dials
of said watches or watch movements, upon the cases containing said watch movements, or uponthe boxes
and containers thereof, the word or brand “Geneva' in association with the words “ Geneva Watch
Company* or in simulation of the word or brand “Geneva,” if in truth and fact such watches or watch
movementswere not madein the city of Geneva, Switzerland, unless such brand and words arefollowed
by wordsintypeor lettering equally conspicuouswith them, in which the true place of manufacture, town
or city and State, is stated.

Complaint No. 886.--Wholesale Tobacco Cigar Dedlers Association of Philadelphia, its officers,
directors, and members, the American Tobacco Co. and P. Lorillard Co., respondents. Charge: That the
association and its members agreed upon a schedule of fixed prices for tobacco products at which the
members should resell to their dealer customers, and that they adopted a system for the mai ntenance and
enforcement of such prices by the members of the association and by al other wholesale dealers selling
in the association’s territory, the respondent manufacturers cooperating and conspiring with the asso-
ciation and its members and participating in said price-maintenance system by agreeing to refuse to sell
and by refusing to sell offending dealers further supplies of their products, all in alleged violation of
section 5 of the Federal Trade Commission act.

Disposition : After hearing, the commission dismissed the complaint asto P. Lorillard Co., and entered
the following order to the remaining respondents :

Now, therefore, itisordered that the Wholesale Tobacco & Cigar Dealers' Association of Philadel phia,
Pa., and its officers, directors, and members, as follows : Nelson F. Eberbach, president; Harvey D.
Narrigan and James Murphy, vice presidents, Herman J. Krull, treasurer; Paul L. Brogan, secretary,
respectively; Arthur Shipton, Frank Kuhn, William Cohen, Bennett Hollard, Frank Blatt, H. Stewart
Moorhead, Philip Godeski, William D. Shepherd, and Morris Hochman, its directors; and the following
members: Nelson F. Eberbach, John S. Eberbach, and Joseph H. Eberbach, partnersdoing businessunder
thenameand style A. B. Cunningham & Co.; Dusdl, Goodloe & Co. (Inc.), acorporation; Philip Godeski
and Sidney G. Godeski, partners doing business under the name and style Franklin Tobacco Co.; Frank
Kuhn, George Kuhn, and John Kuhn, partners doing business under the name and style F. Kuhn & Bro.
; Peter J. Murphy and John Murphy, partners doing business under the name and style Peter J. Murphy
Co.; Charles A. Krull and Herman Krull, partners doing business under the name and style Charles A
Krull; Baum & Neely (Inc.), a corporation; William F. Shepherd and John G. Shepherd, partners doing
business under the name and style S. Shepherd's Sons; T. H. Hart and A. I. Mitchell, partners doing
business under the name and style T. H. Hart & Co.; F. Hartmann & Son, a corporation; Yahn &
McDonnell Co., a corporation; M. Blumenthal, John Wagner, and Joseph W. Wagner, partners doing
business under the name and style of John Wagner & Sons; Harvey D. Narrigan, an individual doing
business under the trade name H. D. Narrigan & Co.; Victor Fermani; Anna E. Bechtold, an individual
doing business under the trade name James S. Bechtold; Frank Blatt, Arthur Shipton, and Thomas F.
Cooper, partners doing business under the name and style Shipton & Payne Co.; H. S. Moorhead, an
individual doing businessunder the trade name Duncan & Moorhead; Bennett Hollard; P. Hochman; M.
J. Dalton Co., acorporation; Brucker & Boghien (Inc.),. acorporation; Fred G. H. Woerner, anindividual
doing business under the trade name Fred G. H. Woerner & Sons; S. T. Banham and A. L. Banham,
partners doing business under the name and style S. T. Banham & Bros.; E. Cohen and William Cohen,
partners doing business under the name and style E. Cohen & Sons; John Murphy and James Murphy,
partners doing business under the name and style Murphy Bros., cease and desist from fixing, enforcing,
and maintai ning and from enforcing and maintai ning by combination, agreement, or understanding among
themselves, or with or among any of them, or with any other wholesaler of cigarettes or other tobacco
products, resale prices for cigarettes or other tobacco products dealt in by such respondents, or any of



them, or by any other wholesaler of cigarettes or other tobacco products.
And it isfurther ordered that the American Tobacco Co. and desist from assisting and from agreeing
to assist any of its dealer customersin
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maintai ning and enforcing in theresale of cigarettesand other tobacco products manufactured by the said
the American Tobacco Co., resale pricesfor such cigarettesand other tobacco products, fixed by any such
dealer customer by agreement, understanding, or combination with any other dealer customer of said the
American Tobacco Co.

Commissioner Van Fleet dissenting.

DISSENT BY COMMISSIONER VAN FLEET

| dissent inthis case asto the order against the American Tobacco Co. Thechargeisthat said company
conspired with the Whol esale Deal ers Association to maintain prices. The association wasinterested in
maintaining the price that its members might obtain more for their goods. The object of the American
Co. was not the same as the association. The American Co. sold its goods upon a 10 per cent discount
to the members of the association and its price was in no wise affected by the cutting of dealers, Of
course, this did not necessarily prevent the American Co. from conspiring with the association, but it is
afact to be considered whether therewas such conspiracy. If dealerswere cutting pricesand demoralizing
the trade, which at the time charged had proceeded to the extent of ruin if continued, the American Co.
had alegal right to refuse to continue business dealings with such concerns. It isevident that a concern
can not stay in businessif it sellsat no profit, asthe evidence shows wasthe case here. The merefact that
the acts of the American Co. were contemporaneous with those of the association is not determinative.

Of course, conspiracy is often incapable of direct proof, but when resort is had to circumstantial
evidence, asinthis case, the proof should rise abovethe dignity of mere suspicion. Some of the evidence
relied upon to sustain the order hardly ever risesto that dignity. Without summarizing the evidence, to
my mind, it appearsthat the truth isthat the American Co. had nothing to do with the organization of nor
conduct of the association, and | know of no proof to the contrary. Also, | believe, its acts were taken
independently of the association and no real proof to the contrary appears. The commission dismissed
the case against the Lorillard Co. for lack of proof, and, | believe, that eliminating evidence of acts of
others for which the American Co. was in no wise responsible and discarding mere conjecture thereis
not proof to warrant an order against the American Co.

Complaint No. 887.-Federa Trade Commissionv. Oppenheim, Oberndorf & Co. (Inc.), doing business
under the trade name and style Sealpax Co. Charge : The respondent, in the sale of its “ Sealpax"
underwear, maintains a schedule of uniform resale prices and refusesto sell said underwear to wholesale
dealerswho fall to observe and maintain said resale prices and otherwise endeavorsto enforce its fixed
pricesfor theresaleof itsproduct, in alleged violation of Section 5 of the Federal Trade Commission act.

Disposition : After hearing, the commission entered the following order :

Itisnow ordered that therespondent, V. Vivaudou (Inc.), its officers, agents, representatives, servants,
and employees, do cease and desist from adopting and employing, or attempting to employ, any
cooperative system or method whereby respondent or its officers, agents, representatives, servants, or
employees undertake to prevent others from obtaining respondent’s products at less than the prices
designated by it, and more particularly, from carrying out any said system or method by the following
means :

(a) Securing from its customers or others names of dealerswho do not observe the resale prices fixed
by respondent.

(b) Enrolling the names of dealers so reported or who come to its attention otherwise, upon lists of
undesirable purchasers, who are not to be supplied with its products until they furnish satisfactory
assurances of their purpose to maintain such prices in the future.

(c) Securing or attempting to secure assurances from other dealers that they will observe the resale
prices on respondent’ s products as fixed by it.

(d) Giving assurances to dealers that others who do not observe respondent’ s fixed resale prices will
be cut off from further supplies of respondent’ s goods, and requesting cooperation and support in such



acourse of action.

(e) Threatening to refuse to sell or refusing to sell dealers who sell to others who do not observe the
resale prices fixed by respondent.

(f) Attempting to establish and enforce its resale prices by any other equivalent cooperative means.
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Complaint No. 892.--Federal Trade Commission v. V. Vivaudou (Inc.). Charge : The respondent,
engaged in the manufacture and sale of toilet articles, adopted and maintainsaschedul e of uniform prices
for the resale of its products, threatening to refuse to sell and refusing to sell said products to those
dealerswho persist in selling bel ow the resal e pricesfixed by the respondent and otherwise enforcing said
system of price maintenance, in alleged violation of section 5 of the Federal Trade Commission act.

Disposition : A stipulation having been entered into in lieu of testimony, the commission entered the
following order:

Itisnow ordered that therespondent, V. Vivaudou (Inc.), its officers, agents, representatives, servants,
and employees, do cease and desist from adopting and employing, or attempting to employ, any
cooperative system or method whereby respondent, or its officers, agents, representatives, servants, or
employees, undertake to prevent others from obtaining respondent’s products at less than the prices
designated by it and, more particularly, from carrying out any said system or method by the following
means :

(a) Securing fromits customers or others names of deal ers who do not observe the resale prices fixed
by respondent.

(b) Enrolling the names of dealers so reported, or who come to its attention otherwise, upon lists of
undesirable purchasers who are not to be supplied with its products until they furnish satisfactory
assurances of their purpose to maintain such prices in the future.

(c) Securing or attempting to secure assurances from other dealers that they will observe the resale
prices on respondent’ s products as fixed by it.

(d) Giving assurancesto dealersthat otherswho do not observe respondent’ s fixed resale prices will
be cut off from further supplies of respondent’ s goods, and requesting cooperation and support in such
acourse of action.

(e) Threatening to refuse to sell or refusing to sell dealers who sell to others who do not observe the
resale prices fixed by respondent.

(f) Attempting to establish and enforce its resale prices by any other equivalent cooperative means.

Complaint No. 893.--Federal Trade Commission v. St. Louis Wholesale Grocers' Association, its
officers and members. Charge : The respondent association is an unincorporated trade association
composed of wholesale grocers and jobbers of groceries and food products. Unfair methods of
competition are charged in that said association, acting on behalf of itsmembersand in cooperation with
them, hasadopted and carried out aplan of coercing and attempting to coerce manufacturersto guarantee
against decline in price, publishing classified lists of manufacturers that the said members may give
preference when making purchases to those manufacturerswho have agreed to guarantee against decline
in priceand thereby tend to restrict, diminish, and obstruct the business of manufacturersof food products
who do not so guarantee in alleged violation of section 5 of the Federal Trade Commission act.

Disposition : After hearing, the commission dismissed the complaint asto J. M. Anderson Grocery Co.
and entered the following order to the remaining respondents :

Now, therefore, it is ordered that the respondents, and each of them, their officers, directors,
representatives, agents, and employees, cease and desist from cooperating among themselves or with
others, directly or indirectly, to induce, influence, or coerce, and frominducing, influencing, or coercing
by cooperative methods, manufacturers from whom they purchase the goods and commoditiesin which
they deal, into guaranteeing and assuring them that in the event of areduction in the prices charged them
by said manufacturers for such commodities each such respondent holding in stock at the time of such
areduction any of said commodities purchased prior to the time of such reduction will receive from said
manufacturers, respectively, arebate or credit allowance equivalent to the difference between the price
paid by himin each instance for said commodities actually on hand and unsold and said reduced prices
thereof--

() By the practice of reporting to respondent association the names of manufacturers who do not so
guarantee the prices of their commodities against decline.



(2) By causing the names of manufacturers thus reported who do not so guarantee the prices of their
commaodities against decline to be enrolled upon alist and such list inserted and published in bulletins
and lettersissued and distributed by respondent association, together with information emphasizing the

advisability of coining their purchases to manufacturers who guarantee the price of their commodities
against decline.
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(3) By the practice of soliciting the names of and information concerning manufacturers who do and
those who do not guarantee the prices of their commodities against decline and causing such namesand
information to be published and distributed among the members of respondent association and others by
means of bulletins and letters containing such names, together with information and statements setting
forth the advisability of making purchases from those manufacturers who guarantee the price of their
commaodities against decline and the inadvisability of purchasing from manufacturers of competitive
commaodities who do not so guarantee the pricesthereof against decline and comments denunciatory and
depreciatory of such manufacturers who do not so guarantee against decline.

(4) By boycotting, or threatening to boycott, or threatening with loss of patronage or custom any
manufacturer, or his agent or representative, who does not guarantee the prices of commaodities sold by
him against decline.

(5) By utilizing any other equivalent cooperative means of obtaining from manufacturers guaranties
or assurances against decline in the price of their commodities.

Complaint No. 894.--Federal Trade Commission v. Wisconsin Wholesale Grocers' Association, its
officers, directors, and members. Charge : The respondent association is an unincorporated trade
association composed of wholesal e grocers and jobbers of groceries and food products. Unfair methods
of competition are charged in that the said association, acting on behalf of itsmembersand in cooperation
with them, has adopted and carried out a plan of coercing and attempting to coerce manufacturers to
guarantee against decline in price, publishing classified lists of manufacturersthat the said members may
give preference when making purchases to those manufacturers who have agreed to guarantee against
declinein price and thereby tend to restrict, diminish, and obstruct the business of manufacturers of food
productswho do not so guarantee, in alleged violation of section 5 of the Federal Trade Commission act.

Disposition : After hearing, the commission dismissed the complaint as to Chesbrough-Moss Co., J.
F. Rappel Co., Mueller-Wild Co., and entered the following order to the remaining respondents :

Now, therefore, it isordered that the respondent association, itsofficersand directors, individually and
as representatives of the members, the successors of said officers and directors, and the members, their
agents, representatives, and employees, cease and desist from cooperating among themselves or with
othersdirectly or indirectly to induce, influence, or coerce, and from inducing, influencing, or coercing
by cooperative methods manufacturers from whom they purchase the goods and commoditiesin which
they deal to guarantee and assure them that in the event of areduction in the prices charged them by said
manufacturers for such commaodities, each such respondent holding in stock at the time of such a
reduction any of said commodities purchased prior to the time of such reduction will receive from said
manufacturers, respectively, arebate or credit allowance equivalent to the difference between the price
paid by himin each instance for said commodities actually on hand and unsold and said reduced prices
thereof--

(a) By the practice of publishing and distributing among the members of respondent association and
others communications and statements which directly or indirectly convey that manufacturers
guaranteeing against decline are entitled to receive the cooperation and preferential patronage of
members of respondent association or of the jobbers generally.

(b) By the practice of publishing and circulating among the members of respondent association and
others communications and statements which identify manufacturers not guaranteeing against decline
and whichdirectly or indirectly convey that such manufacturersare not equally entitled to the cooperation
and patronage of members of respondent association or of the jobbers generally.

(c) By the practice of urging and requesting members of respondent association too make concerted
protest and solicitation to manufacturers who do not guarantee against decline.

(d) By the practice of directly or indirectly conveying to manufacturers who refuse to guarantee
against decline that such refusal would result in alack of cooperation on the part of respondent jobbers
or of jobbers generally.

(e) Bythepracticeof directly or indirectly conveying to respondent members that in correspondence



with manufacturers who refuse to guarantee against decline they suggest that such refusal would result
inalack of cooperation on the part of respondent jobbers or of jobbers generally.
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(f) By the practice of suggesting to members of respondent association that in their solicitation of
manufacturers for guarantees against decline they should urge the point that guarantee against decline
is necessary and valuable as a means of protecting respondent members against price competition with
each other.

(g) By the practice of soliciting the names of and information concerning manufacturers who do and
those who do not guarantee the prices of their commodities against decline and causing the names and
policy of the former to be published and distributed among the members of respondent association and
others.

(h) By utilizing any other equivalent cooperative means of obtaining from manufacturers guarantees
or assurances against decline in the price of their commodities.

Complaint No. 898.--Federal Trade Commission v. United States Products Co. Charge : Unfair
methods of competition in that respondent, engaged in the manufacture and sale of an abrasive bearing-
fitting compound named by it “Kwik-Ak-Shun,” having done no more than to file with the commission
a petition praying that the commission ingtitute such proceedings in the premises as might seem proper
against the M. K. T. Products Co., acompetitor, neverthel ess notified the trade, through advertisements,
that it had commenced proceedings for unfair competition against the M. K. T. Products Co. before the
commission to enjoin the same, which notification had the capacity and tendency of misleading and
deceiving the trade into the belief that respondent had instituted competent legal proceedings beforethe
Federal Trade Commission wherein the rights and liabilities of respondents and the M. K. T. Products
Co. inthe premiseswould belegally adjudicated and determined and the legality or illegality of thethings
done by the M. K. T. Products Co. complained against be fixed and determined in alleged violation of
section 5 of the Federal Trade Commission act.

Disposition : After hearing, the commission dismissed the complaint as to Harry C. Hagmaier, and
entered the following order to the remaining respondents :

Now, therefore, it is ordered that respondent Charles C. Buttenfield individually and as an officer of
respondent Unitech States Products Co., and respondent United States Products Co., cease and desist
from--

(I) Advertising and representing to the trade that the product Kwik-Ak-Shun is the result of any
invention on the part of the patentee Hagmaier.

(2) Advertising and representing to the trade that Time Saver was not or is not patented and that it was
or is an infringement of a patent owned or controlled by respondent United States Products Co. or by
respondent Buttenfield, at the time this proceeding was instituted.

(3) Passing off or attempting to pass off the product Kwik-Ak-Shun asand for Time Saver, the product
of theM. K. T. Products Co.

(4) Advertising and representing to thetrade that Kwik-Ak-Shunisthe original product and that Time
Saver isaduplicate thereof.

(5) Advertising and representing to the trade that The Saver isin inferior imitation of Kwik-Ak-Shun

(6) Fabricating letters, forging signatures thereto, and submitting same to the Federal Trade
Commission as the basis for action by said commission against a competitor.

(7) Making application to the Federal Trade Commission for relief against a competitor and
simultaneoudly advertising to the trade the filing of such application before the issues involved are
determinable by the Federal Trade Commission.

(8) Notifying the customers of a competitor that charges have been filed with the Federal Trade
Commission against said competitor, and simultaneously publishing advertisements to the same effect,
before the issues involved are determinable by the Federal Trade commission.

Complaint No. 909.--Cincinnati Tobacco Jobbers' Association,. its officersand members, and the P.
Lorillard Co., respondents. Charge : The charge is unfair competition in that the association and its
membersagreed with the P. Lorillard Co. upon aschedul e of prices at which they should thereafter resell
the tobacco products of that company, and that the P. Lorillard Co. cooperated with the respondent



association and its membersin enforcing the maintenance of such fixed schedule of prices, al in alleged
violation of section 5 of the Federal Trade Commission act.
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Disposition : After hearing, the commission entered the following order :

Now, therefore, it is ordered that the Cincinnati Wholesale Tobacco Association, its officers, as
follows: J. E. Cruse, president; G. O. Fennell, vice president; J. C. Nienaber, vice president; John H.
Dickerson, secretary and the following corporations, partnerships, and persons : David Straus, Robert
Straus, and Charles L. Straus, partners trading as Henry Straus; J. B. Moos Co., a corporation, and its
following officers : D.J.Brown, president; R C. Christie, vice president; E. D. Stickle, secretary and
treasurer; Janszen Grocery Co., acorporation, and itsfollowing officers: August Janszen, Sr., president;
Joseph A. Janszen, vice president; Frank Harpenau, treasurer, and August Janszen, Jr., secretary; 1.
Keilson, Dan Keilson, Alexander Schwartz, partners, trading asl. Keilson & Sons; Minnie Y oung Casey
tradingasM. & L. Young; G. W. Bickett and Ray F. W. Bickett, partners, trading asG. W. Bickett’ s Son;
Louis C. Weisbrodt; G. O. Fennell; John C. Davis; James E. Cosgrove; George W. Harriman; John H.
Schulten and Edwin E. Schulten, partners, trading as George Schulten Sons; J. C. Nienaber; H. Haebe,
C. Bosken, and each of them cease and desi st fromfixing, enforcing, and maintai ning, and fromenforcing
and maintaining, by combination, agreement, or understanding among themselves, or with or among any
of them, or with any other wholesal er of cigarettesof their tobacco products, or any manufacturer thereof,
resale prices for cigarettes or other tobacco products dealt in by said respondents, or any of them, or by
any of them, or by any other wholesaler of cigarettes or other tobacco products.

And it isfurther ordered that P. Lorillard Co. (Inc.) cease and desist from assisting and from agreeing
to assist any of its dealer customers in maintaining and enforcing in the resale of cigarettes and other
tobacco products manufactured by the said P. Lorillard Co. (Inc.), resale prices for such cigarettes and
other tobacco products fixed by any such dealer customer by agreement, understanding, or combination
with any other dealer customer of said P. Lorillard Co. (Inc.).

Complaint No. 920.--Commission v. Atlantic Comb Works. Charge : Unfair methods of competition
in commerce are charged in that the respondent in the sale of its toilet articles, composed of nitrated
cellulose or pryoxyn plastic, known commercially as“celluloid,” pyroxylin,” “fibreloid,” “viscoloid,”
etc., advertises said products as “white ivory,” thereby misleading and deceiving the purchasing public
as to the quality and value of said articles, in alleged violation of section 5 of the Federal Trade
Commission act.

Disposition : After hearing, the commission entered the following order :

It is now ordered that the respondent, Atlantic Comb Works, its officers, directors, agents, and
employees, cease and desist from making use of any form of advertising matter in which articles
manufactured and sold by it and composed in whole or in part of nitrated cellulose or pyroxylin plastics,
known commercially as“celluloid,” “ pyrain,” and by other names, are described as “ivory” or “white
ivory.”

Complaint No. 924.--Federal Trade Commission v. The Don-O-Lac Co. (Inc.). Charge: Using unfair
methods of competition by falsely advertising and misrepresenting as “American Shellac* a product
which is not shellac as commercially known and which contains no shellac gum.

Disposition : After hearing the commission entered the following order :

Now, therefore, it is ordered that the respondent, the Don-O-Lac Co.(Inc.), its officers, directors,
representatives, agents and employees cease and desist--

(1) From employing or using on labels or as brandsfor varnish not composed wholly, 100 per cent, of
shellac gum cut in acohol, or on the containersin which the varnish isdelivered to customers, the words
“American shellac “ or the word “shellac “ alone or in combination with any word or words unless
accompanied by aword or words clearly and distinctly setting forth the substance, ingredient, or gum of
which the varnish is composed with the percentages of all such substances, ingredients, or gums therein
used clearly stated upon the label, brand, or upon the containers (e. g. “shellac substitute,” or “imitation
shellac” to befollowed by a statement setting forth the percentages of ingredients or gumstherein used.

(2) From using or displayingin circulars or advertising matter used in connection with the sale of its
products in interstate commerce, except when such products contain 100 per cent shellac gum cut in
alcohol, the words “ American shellac “ or the word “shellac “ aone or in combination with any other
word or words unless accompanied by aword or words clearly and distinctly setting forth the substance,
ingredient, or gum of which the varnish is composed with the percentages of all such substances,



ingredients, or gums
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therein used clearly stated (e. g. “ shellac substitute,” or “imitation shellac” to be followed by a statement
setting forth the percentages of ingredients or gums therein used).

Complaint No. 931.--Commission v. Occidental Qil Corporation and T. F. Smith, president; W. R
Charles, vice president; and L. J. Robling, secretary-treasurer. Charge : Unfair methods of competition
in commerce are charged in that the individual respondentsin their efforts to sell the shares of stock in
the respondent corporation make use of statements concerning the properties, assets, oil production, and
prospectsthereof, in letters, circulars, maps, and other literature that are false and misleading, in alleged
violation of section 5 of the Federal Trade Commission act.

Disposition : After hearing, the Commission entered the following order :

It isnow ordered that the respondent Occidental Oil Corporation, T. Frank Smith, W. R Charles, and
L. J. Robling, and their agents, do cease and desist from directly or indirectly making any false or
misleading statements or representation concerning the resources, operations, production, profits,
earnings, disbursements, dividends, progress, or prospects of the respondent Occidental Oil Corporation,
or of any other corporation, association, or partnership, in connection with the sale or offering for sale
Ininterstate commerce of the stock or other security of the respondent Occidental Oil Corporation, or of
any other corporation, association, or partnerships.

Complaint No. 933.--Commission v. Texas-Atlantic Qil Co., G. P. Edgell, J. B. Sikes, V. C. Nelson,
R J. Leavitt, and W. Lincoln Wilson. Charge : The respondent company is a Texas trust and the
respondent individuals are the promoters, officers, and agents thereof. Unfair methods of competition
arecharged in that the respondents, to further the sal e of the share stock of said company, made numerous
fal se and mi gl eading statementsand conceal ed essential factsasto the properties, prospects, and earnings
of said company, in alleged violation of section 5 of the Federal Trade Commission act.

Disposition : After hearing, the commission entered the following order :

It Isnow ordered that the respondent, Texas-Atlantic Oil Co., and the respondents G. P. Edgell, J. H.
Sikes, V. C. Nelson, and R. J. Leavitt, individualy and as officers, shareholders, or agents of the
respondent Texas-Atlantic oil Co., and asofficers, shareholders, or agentsof any other corporation, asso-
ciation, or partnership, their trustees and agents, do cease and desist from directly or indirectly--

Publishing, circulating, or distributing, or causing to be published, circulated, or distributed, any
newspaper, pamphlet, circular, letter, advertisement, or any other printed or written matter whatsoever,
in connection with the sale or offering for sale in interstate commerce of stock or securities, wherein is
printed or set forth ally false or misleading statements or representations concerning the promotion,
organization, character, history, resources, assets, oil production, earnings, income, dividends, progress,
or prospect of any corporation, association, or partnership.

Complaint No. 934.--Commission v. Pecific States Paper Trade Association, its officersand members;
Seattle-Tacoma Paper Trade Conference, its officers and members; Spokane Paper Dealers, its officers
and members; Portland Paper Trade Association, its officers and members; Paper Trade Conference of
San Francisco, its officersand members; L os Angel es Whol esal e Paper Jobbers Association, its officers
and members J. Y. C. Kellogg, individually and as secretary of the Seattle-Tacoma Paper Trade
Conference; ChrisA. Bell, individually and as secretary of the Portland Paper Trade Association; B. N.
Coffman, individually and as secretary of the Pacific States Paper Trade Association; J. R Coffman,
individually and as secretary of the Los Angeles Whole sale Paper Jobbers' Association; W. B. Gilbert,
individually and as secretary of the Spokane Paper Dealers; Zellerbach Paper Co.; Blake, Moffitt &
Towne; American Paper Co.; J. W. Fales Paper Co.; Mutual Paper Co.; Washington Pulp & Paper
Corporation; Paper Warehouse Co. (Inc.) ; the Seattle Paper Co.; Standard Paper Co.; Tacoma Paper &
Stationery Co.; John W. Graham & Co.; B. G. Ewing Paper Co.; American Type Founders Co.; Blake-
McFall Paper Co. ; J. W. P. McFall, an individual doing business under the trade name J. W. P. McFall
Paper Co. ; Endicott Paper Co. ; R. L. Brackett and CharlesL. Frazier, partners doing business under the



name and style Crescent Paper Co. ; Bonestell & Co. ; Pecific Coast Paper Co. ; Union Paper Co. ;
Richard son Case Paper Co. ; Eastman Gibbons Paper Co. ; Delmas Paper Co. ; San Jose Paper Co. ;
Pioneer Paper Co. : R. L Craig Co. ; Spokane Paper & Stationery Co. ; Rogers Paper Co. ; SierraPaper
Co. ; Standard Woodenware Co. Charge:
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Arbitrary designation asto “legitimate” or “illegitimate” dealers and the same adjective applied to the
channels through which their trade flows are among the factors involved in this complaint. The
association, through its members comprising a number of “local associations,” the complaint states,
embraces practically all the wholesale dealers in paper and paper products throughout the States of
Oregon, Washington, and California. Other States affected in great part by the activities of the
association areldaho, Nevada, Arizona, Montana, New Mexico, and the Territory of Alaska. Averments
by the commission are to the effect that by concerted agreement adherence of members of local
associ ations to the maintenance of enforced schedule pricesis consummated. It isfurther alleged that to
the end that such schedule prices may be maintained and price competition eliminated throughout the
Pacific States, the membersnotify their local associationsand the Pacific States Paper Trade Association
of infractions of the agreement to maintain standard prices, and these various associations bring pressure
to bear upon the offending member to cease such practice. It ischarged that the alleged acts and things
done by respondents and by each of them have a dangerous tendency unduly to hinder competition and
to create a monopoly, and constitute unfair competition within the meaning of section 5 of the Federal
Trade Commission act.

Disposition : A stipulation having been entered into in lieu of testimony, the commission dismissed the
complaint as to Washington Pulp & Paper Corporation and as to American Type Founders Co., and
entered the following order to the remaining respondents :

It is now ordered that--

(a) The Spokane Paper Dedlers, its officers and members, forever cease and desist from entering into
or acting under any agreement or understanding, express or implied, among each other or with other
jobbers or dealers, which fixes or isintended to fix the prices to be charged for paper or paper products
in interstate commerce, or from using any joint or uniform price list or other device which fixes prices
for paper or paper products sold or to be sold in interstate commerce.

(b) The Spokane Paper Dealers, Portland Paper Trade Association, Paper Trade Conference of San
Francisco, Los AngelesWholesal e Paper Jobbers Association, and their officersand members, or any of
them, forever cease and desist from using, directly or indirectly, either separately or in combination, in
themaking or soliciting of salesininterstate commerce, the pricelist of any local association, or any price
list the prices wherein have been fixed by agreement or understanding between two or more respondent
jobbers or wholesalers, or from compiling, publishing, and distributing any joint or uniform list or
compilation of pricesfor useor used or intended to be used in making sales of paper productsin interstate
commerce.

(c) Each and all of the respondent local associations, their officers and members, forever cease and
desist from entering into or acting under any agreement or understanding, expressor implied, among each
other or others, which fixes the prices for sales designated and described in the findings herein as“ mill
shipments® in carload quantities or less than carload quantities, where the article sold by respondent
jobber or wholesaler is one supplied by the manufacturer from a point without the State wherein such
jobber or whole salesislocated, or from compiling, publishing, and distributing any joint or uniformlist
or compilation of pricesfor use or intended to be used in making such sales.

(d) Each and all of the members of the respondent local associations, whether acting independently or
through the medium of such local association or associations, forever cease and desist from entering into
any agree-meat or understanding with each other or with othersto fix pricesfor any particular article or
kind of paper or to fix pricesfor any particular State or Territory, where the prices so fixed are designed
for use and are used in quoting prices or making salesin interstate commerce.

(e) The Sesattle-Tacoma Paper Trade Conference, Spokane Paper Deders, Portland Paper Trade
Association, their officers and members, the Pacific States Paper Trade Association and its officers,
forever cease and desist. through the medium of meetings of the so-called Northwest Paper Dealers, or
in any similar manner, from discussing uniform terms, discounts and prices, agreeing upon prices by



resolution or otherwise, or employing any similar device. which fixes or tendsto fix the prices at which
paper or paper products shall be sold in interstate commerce, or which is designed to equalize or make
uniform the selling prices, terms, discounts, or policies of such
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respondent jobbers in the sale of paper or paper products in interstate commerce.

(f) The Pacific States Paper Trade Association, its officers and members, and the various respondent
local associations, their officers and members, forever cease and desist from conspiring or combining
between or among themsel vesor any of them, to hinder or prevent, by intimidation, coercion, withdrawal
or threatened withdrawal of patronage or any other similar means, the American Writing Paper Co., or
any other manufacturer of paper and paper products, from making sales of paper or paper products at any
price or upon any terms or condition such manufacturer may elect, to any wholesaler, jobber, dealer or
consumer, whether or not considered by said respondents as entitled to such purchases.

(g) All of respondent associations and their officers and members forever cease and desist from
conspiring, combining or agreeing among themsel ves, or with each other or others, or through respondent
associations, or any other organization or association, or in any way whatsoever to hinder or prevent any
wholesaler, jobber, dealer, or consumer from purchasing paper or paper productsin interstate commerce
directly from the manufacturer or wholesaler thereof or from any one else selling or desiring to sell such
products.

(h) All of respondent associations and their officer s and members forever cease and desist from any
attempt or effort through such associations or by concert of two or more of their member s or through
any other organization or association, to hinder or prevent, by intimidation, coercion, withdrawal or
threatened withdrawal of patronage or custom, either express or implied, or promises or agreementsto
increase such patronage or custom, any person, firm, partnership, or corporation, or any agent or
representative thereof, from buying and selling paper or paper productsin interstate commerce, from or
to whomsoever, or at whatsoever price or termsmay be agreed upon betweenthe seller and the purchaser;
or by combination or agreement, express or implied, to communicate directly or indirectly with any
manufacturer, wholesaler, or retail dealer, or any agent or representative thereof, for the purpose of
inducing, coercing, or compelling such manufacturer, wholesaler, or retail dealer, not to sell paper or
paper products in interstate commerce to any person, firm, partnership, or corporation whether or not
recognized or classified by respondents as a legitimate dealer or otherwise entitled to such purchases.

Complaint No. 943.--Commissionv. Abbott E. Kay and R. T. Nelson, asindividual sand as copartners,
doing business under the name of Aaban Radium Co. Charge : Unfair methods of competition in
commerce are charged in that respondent, while engaged in the manufacture and sale of a product
purporting to contain radium, but which in fact containsno radium, advertiseradium content and thereby
tend to mislead and deceive the purchasing publicin alleged violation of section 5 of the Federal Trade
Commission act.

Disposition : After hearing, the commission entered the following order :

It isnow ordered that respondents, Abbott E. Kay and R. T. Nelson, asindividuals and as copartners,
doing business under the name of Aaban Radium Co., their servants, agents, and employees, cease and
desist from further, in any manner whatsoever

I. Selling or offering for sale or advertising asand for radium the product heretof ore sold and advertised
as and for radium by respondents.

2. Applying, employing, or using the word “radium” in connection with the sale, offering for sale, or
advertising of the product heretofore sold and advertised as and for radium by respondents.

3. Making or causing to be made, in advertising matter or otherwise, representations, statements, or
assertions that the product heretofore sold and advertised by respondentsis radium or that said product
contains radium.

4. Making or causing to be madeany fal se statement, claim, or representation of similar import or effect
in connection with the sale of any other product or substance .

Complaint No. 945.--Commission v. Ajax Rome Co. (Inc.). Charge : Unfair methods of competition
in commerce are charged, in that the respondent, engaged in the purchase and sale of rope, cable, and
twine, advertises asthe “maker” of said products and statesthat it operates“mammoth ropefactories,”



when in fact the respondent does not own, operate, or control any factory engaged in the manufacture
of rope, cable, or twine, and by its advertising tends to mislead the trade and purchasing public, in
alleged violation of sect ion 5 of the Federal Trade Commission act.

14948--24----12
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Disposition : After hearing, the commission entered the following order :

Itisnow ordered that respondent, its officers, agents, representatives, and employees, cease and desi st
from representing or causing to be represented, by advertisements, labels, tags, stencil marks, circulars,
verbal statements, or in any other manner--

|. That the respondent, Ajax Rope Co. (Inc.) isthe maker or manufacturer of the ropewhichit sellsand
offersfor sale, unless and until said respondent shall engage in the manufacture of such rope ; or

2. That the respondent, Ajax Rope Co. (Inc.), istire maker or manufacturer of the rope which is made
for it by the Waterbury Co., of the city or Brooklyn, State of New Y ork, either by virtue of contract
obligations or in any other manner.

Complaint No. 950.--Commission v. Dr. Herman Heuser. Charge : Unfair methods of competitionin
commerce are charged in that the respondent, licensor of patent rights for a process of manufacture of
nonal coholic beverages caused aletter of warning to be sent to licensees of the Baltimore Process Co.,
holder of a similar patent of prior date, advising them that the process they were using was an
infringement of certain patents owned by the respondent, and, for purposes of intimidation and without
intention of bringing suit, threatening legal action unlesssaid licenseesdiscontinued the use of the process
owned by the Baltimore Process Co., thereby tending to intimidate and coerce said licensees to
discontinue the use of the Baltimore process in favor of respondent’s process, in alleged violation of
section 5 of the Federal Trade Commission act.

Disposition : After hearing, the commission entered the following order :

It is now ordered that respondent, Dr. Herman Heuser, his servants, agents, representatives, acrid
employees cease and desist from directly or indirectly--

Threatening, by letters or otherwise to institute suits against manufacturers of nonal coholic beer, for
theinfringement of the process claimed in respondent’ sletters patent, without in good faith intending to
institute such suit or suits, and in fact following up such threat, or threats, with suit, or suits, brought
within a reasonable the, unless such acts shall be desisted from.

Commissioner Van Fleet dissenting.

DISSENT BY COMMISSIONER VAN FLEET

| do not believe the necessary element of public interest exists in this case. Thisis not on account of
the nature of the Case. An often used method by those seeking the elimination of competition has been
to harassweak competitors by threats of patent litigation. But in this caseit would appear that applicant
and respondent are equally matched and the controversy isaprivate onewhichthey may settleand which
will ultimately be settled in the litigation now pending.

Complaint No. 954.--Commission v. Jacob Hochman and Samuel Levine, asindividuals and trading
nuder the name and style of Hochman & Levine. Charge : Unfair methods of competition are charged in
that the respondents label, brand, and sell shirts manufactured by them as “English broadcloth,” when
infact said shirtsare manufactured from cotton cloth manufacturedin the United States aquality inferior
to that of the widely advertised English broadcloth imported from England, in alleged violation of
section 5 of the Federal Trade Commission act.

Disposition : After hearing, the commission entered the following order :

Itis now ordered that the respondents, Jacob Hochman and Samuel Levine, do cease and desist from-

Using the words “English broadcloth” as alabel or brand for shirts, or other garments, unless such
garments made from broadcloth made in and imported from England.

Complaint No. 959.--Commission v. Hygienic Laboratories. Charge : Unfair methods of competition
incommercearechargedinthat respondent’ s“freetrial” offer for itshair color restorer “ Kolor-Bak” does
in fact involve the payment of the regular price for the said restorer, and in that the respondent avoids



fulfillment of its money-back guarantee by claiming that the preparation has not been used according to
instructions, in alleged violation of section 5 of the Federal Trade Commission act.

Disposition : A stipulation having beenfiled in lieu of testimony, the commission entered thefollowing
order :

It is now ordered that the respondent, Hygienic Laboratories. its officers, agents, representatives,
servants, and employees, do cease and desist from
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Stating, in advertisementswhichit may causeto be published, or in advertising matter which it may cause
to be distributed to the public, that it will give to anyone desiring it or applying for it, " Special freetrial
offer," or a“Freetria offer,” of apreparation manufactured and sold by respondent and for which the
claim is made by respondent, that such preparation will restore the original color to gray hair, and them
requiring those who apply for the so-called “Free trial” privilege, to purchase a quantity of such
preparation upon the condition that if the preparation should fail to satisfy the customer, then the
purchase price will be returned, thereby affording customers only what is known commercialy, as a
conditional “money-back offer” and not afreetrial offer.

Complaint No. 965.--Federal Trade Commission v. Turner & Porter (Inc.). Charge : Unfair methods
of competition in commerce are charged in that the respondent, engaged in the manufacture and sale of
stationery, designates and advertises as “ Relief-Engraving” its process of printing which resembles, in
appearance, to some extent, an impression made from engraved plates but is not “engraving” as
commonly understood by the purchasing public, and in that respondent falsely represents that the words
“Relief-Engraving” have been registered in the United States Patent office asthe trade-mark, all for the
purpose of misleading and deceiving the purchasing publicin alleged violation of section 5 of the Federal
Trade Commission act.

Disposition : After hearing, the commission entered the following order :

Now, therefore, it is ordered that the respondent, Turner & Porter (Inc.), its officers, directors,
representatives, agents, and employees cease and desist--

() From causing advertisements to be published in magazines, trade papers, or other publications of
general circulation among the States of the United States, and from causing circulars, catal ogues, and
other forms of advertising matter, to be distributed in the several States, in which advertisements and
advertising matter the claimis made that the word "Relief-Engraving” hasbeen registered inthe United
States and Canada as the trade-mark of respondent, or for any similar purpose.

(2) Fromusing “ Relief-Engraving” or the word “ Engraving,” either aone or in combination with any
other word or words, initsadvertisements and advertising matter, to designate or describe stationery sold
by It, the lettering, inscription, or designs on which have been printed from inked type faces,
electrotypes, or similar devices, and which stationery does not have thereon impressions from engraved
plates or dies, and which lettering, inscription, or designs, have been given araised letter effect by the
application of achemical in powder form to the ink while it was still wet, then subjecting same to heat
thereby causing the chemical so applied to fuse with the wet link.

Complaint No. 970.--Federal Trade Commission v. Wasatch Woolen Mills, a corporation. Charge:
Unfair methods of competitionin commerce are charge that the respondent. engaged him the purchase
and sale of “ woolen goods made to order,” and having no mills or factories of its own, indicates by the
use of its corporate name that it is a manufacturer owning or operating woolen mills and that its
customersthereby save the profits of the middleman, thusmiseading and deceiving the public, in alleged
violation of section 5 of the Federal Trade Commission act.

Disposition : After hearing, the commission entered the following order :

Now, therefore, it isordered that the respondent, Wasatch Woolen Mills(Inc.) ceasean d desist from
doing business under the corporate name and style of Wasatch Woolen Mills, or any other corporate
name which includestheword “mills,” unlessand until such respondent actually owns or operatesamill
or millsin which it manufactures the woolen articleswhich it sells.

Complaint No. 971.--Federa TradeCommissionv. Salt L ake Cooperative Woolen Mills, acorporation.
Charge : Unfair methods of competition in commerce are charged in that the respondent, engaged in the
purchase and sale of “ woolen goods made to order,’* and having no mills or factories of its own,
indicates by the use of itscorporate namethat it isa manufacturer owning or operating woolen mills, and
that its customers thereby save the profits of the middleman, thus misleading and deceiving the



purchasing public, in aleged violation of section 5 of the Federal Trade Commission act.

Disposition : After hearing, the commission entered the following order :

Now, therefore, it is ordered that the respondent, Salt Lake Cooperative Woolen Mills (Inc.), its
successors, officers, directors, agents, servants, and employees, cease and desist from

I. Doing business under the corporate name and style of “ Salt L ake Cooperative Woolen Mills,” or any
other corporate name which includes the words
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“woolen mills,” unless and until such respondent actually owns or operates amill or millsinwhich raw
wool is converted into yarn or cloth by the process of spinning or weaving.

2. Using any words, phrases, sentences, or order blanks, letterheads, or another literature distributed
by it in the course of its business which indicate or creates the impression that said respondent is a
manufacturer of the article which it sells, unless and until such respondent does actual manufacture said
articles.

Complaint No. 971.--Federal Trade Commission v. Jenkins Knitting Mil Co., a corporation. Charge:
Unfair methods of competition in commerceachargedin that the respondent, having no millsor factories
of itsown, but engaged in the purchase and sale of knit goods, indicate by the use of it corporate name
that it is a manufacturer owning and operating woolen mills and that its customers therefore save the
profits of the middleman, thus misleading and deceiving the purchasing public in alleged violation of
section 5 of the Federal Trade Commission act.

Disposition : After hearing, the commission entered the following order :

Now, therefore, it isordered that the respondent. Jenkins Knitting Mills Co Inc. cease and desist from
doing business under the corporate name and style of Jenkins Knitting Mills Co., or any other corporate
name which includesthe words“knitting” or “mills’ unless and until such respondent actually owns and
operates afactory or millsin which it manufactures the knitted a articles which it sells.

Complaint No. 973.--Federal Trade Commission v. B. Raff & Sons, Charge: Unfair methods of
competition are charged in that the respondent in jobbing pyroxyliny or celluloid combs, toilet sets, etc.,
advertises said articles as “Parisian lvory,” “White Ivory,” or “Reed lvory” thereby misleading and
deceiving the purchasing public